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BOOK VI 
BUSINESS MANAGEMENT 


Whatever may be the reports of the commercial 
agencies, it is poor management which causes the great- 
est percentage of business failures. Ill-luck—the unex- 
pected crop failure or earthquake—may now and then 
wipe out a business, but mismanagement steadily and 
surely adds its enormous quota to the failure list. 

Poor business management comes from lack of knowl- 
edge of the “how” of managerial methods. The man 
who does not know how to manage his business—or 
who does not get some one who knows how, to do it 
for him—is only baiting failure. Good management 
comes from an intimate knowledge of a business, a 
knowledge of the principles of management and the abil- 
ity and will to apply those principles. 

Management is of two kinds, general and detail. A 
man may be a good general manager, and not know 
details. Another man may be an excellent detail man- 
ager, and still lack all knowledge necessary to general 
“management. When a knowledge of general is com- 
bined with a knowledge of special management, then 
is seen a “captain of industry.” These business leaders 
have been, by far the greater part, men who have 
the broad grasp of the big principles, and an intimate 
knowledge of the trade details of their proposition. 

An illustration of good general management would 
be that of a man who has the broad grasp to know 
whether it would be feasible to run a railway from 
New York City to the Pacific coast. Such a man might 
not be able to swing a spike maul or tamp a tie, and 
yet possess a knowledge of general railway conditions 
which would enable him to manage a vast railway en- 
terprise. The foreman of. a construction gang on the 
other hand, would be obliged to know in detail all facts 
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affecting construction; in order to be a competent man- 
ager he should be able to do everything which is re- 
quired of his subordinates. In those super-rare cases 
where a manager has both general and special knowl- 
edge, the two kinds round out each other, making both 
better. 

The opportunities which exist in the management field 
are outranked by perhaps only one other. Marketing 
a product—the ability to sell—commands at times a 
higher price in business than managerial ability. But 
either business management or sales ability commands 
—alike in direct salary returns or in the more indirect 
returns through increase in trade and profits—the most 
money to be made in business. 


FINANCING A BUSINESS PROPOSITION. 


Money is the lifeblood of any business. An under- 
supply means under-development of the business; thin- 
ned down below a certain point, it means death. What- 
ever be the business, the first great factor to be reck- 
oned with is financing the proposition; has it, or can 
it get money upon which to run? 

The majority of businesses are underfinanced—not 
because they do not pay or because they afford a safe 
investment—but because the proprietor has not the 
time and sometimes has not the facility for financing 
his proposition. 

There never was a time when financial backing was 
secured as easily as now. There never was such a 
vast amount of money available for legitimate financial 
purposes, as there is at the present time. How best to 
get it? is the question that every man in business is 
asking himself. 

There are four ways—each having their various ad- 


vantages—of getting money to finance a business. Hage 
will be taken up in order. 


The Cash Basis Plan.—The first method of financing 
a business proposition is simplicity itself. It is that 
of financing it.on a cash basis with your own funds or 
funds permanently in your trust. The percentage of 
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business men who can do this is small indeed, perhaps 
less than one-tenth of one per cent. But it is a method 
which many men have tried at least once in their busi- 
ness life. Many men are trying it today, only to adopt 
other methods later. 


When a man starts in business with the intention of 
financing himself either one of two condition exist. He 
either has sufficient funds to meet all contingencies 
or he has not. That is plain. The business man with 
sufficient funds who is financing himself has his prob- 
lem as well as the man who is “wild-catting.” True, 
these problems are not disconcerting, but they are to 
be reckoned. with. 


What to do With Idle Funds.—First is the dead cap- 
ital problem. Any business calls for more money at 
certain times than at others. A business on a cash ba- 
sis, then, is bound to have funds lying idle at certain 
seasons of the year. Being variable in amount and 
subject to sudden calls, the investment of these funds 
so as to obtain other than a very small amount of in- 
terest is difficult—often impracticable. Some few 
banks allow a small rate on balances; more do not. 
Few non-speculative investments are available. So 
there is the problem of carrying a variable amount 
of dead capital. Usually it is best met by some ar- 
rangement with a bank or trust company to take care 
of the fund—even though the interest rate be small. 


Credit Methods Have the Sanction of Use.—The next 
problem for the business which is financed from the 
inside is that it is shut out from participating in the 
many credit benefits which come to borrowers. The 
present system of credit has grown up because condi- 
tions demanded it and because it presents an array 
of advantages not to be lightly disregarded. The cash 
business is “out of tune” with the credit system and 
the businesses employing it. 


But the advantages are many and—naturally—out- 
weigh the disadvantages. The man who can buy for 
cash can pick his market. He is under no obligations 
to anyone. He can buy where and when he pleases. 
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Picking a jobber or supplier who has to have money, 
he can get quotations at prices far below the credit 
buyer. In fact many businesses are built up on this 
principle. They go into the market with cash—avow- 
edly looking for “snaps.” They then throw these pick- 
ups on the market at prices which win favor and make 
a quick turn. This is the theory of the cash buyer. 


Cash a Powerful Trade Lever.—Discounts offer an op- 
portunity for the legitimate exercise of the power of 
cash. “Scalping’—where a man spends considerable 
time snap-looking—is considered somewhat illegitimate 
by the ordinary buyer. It savors too much of taking 
advantage of others’ misfortunes. Then the stocks so 
secured are liable to be poorly-assorted, shopworn, or 
not up to the grade in style or quality. In fact the 
cash buyer looking for snaps is looked upon as a 
demoralizer in more ways than one. This is not true, 
however, of the man who buys “straight” and takes 
his discount. The ability to pay cash affords of itself 
a fair profit on an investment. An instance: A fair 
trade discount is five per cent, 90 days. The cash buyer 
makes an initial profit on his buying equal to the dif- 
ference between five per cent and the interest he could 
secure on a dollar for ninety days. This in itself is 
a fair profit. Where stocks are turned often this may 
make the difference between the eventual success and 
failure of the business. 


The policy of making quick turns of capital is easier 
followed out where the business has the cash. There 
is a possibility of getting quicker delivery on cash 
purchases—the time between the order and the sale 
of goods can be cut down materially with a consequent 
increase in the quickness of the turn-over. 


Some of these conditions apply to a business which 
borrows money to buy for cash, but in the main a busi- 
ness man who is a borrower, also extends credit. 

The “Doubling Your Capital” Scheme.—In a great 
majority of cases a business man does not have suf- 
ficient funds to conduct his business were it to expand. 
This has given rise to a condition analogous to that of 
the man who tries to pull himself over a fence by 
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tugging at his boot-straps. Every day men are start- 
ing in business with only a small capital available, fig- 
uring that what money comes in will be immediately 
put back in the business and so the business be made 
to finance itself. This theory was made the subject 
of an excellent circular letter put out by Wells and 
Corbin, the advertising men of Philadelphia. This 
letter undertook to show that the road to fortune lay 
in the investment of a small amount in an advertising 
proposition; getting twice the amount invested in re- 
turns from the advertising; reinvesting that—and con- 
tinuing the system until—after doubling, and reinvest- 
ments there would be available enough capital for 
even a large business to run on. The successful ap- 
plication of this scheme would call for more business 
acumen than is ordinarily possessed by the average 
man—but it has been done—and probably will be done 
again. But the man who builds up a business after 
this fashion often sees so many opportunities pass 
because of lack of capital that his growth seems slow 
—slower than it really is. 


Making the Supplier Finance the Business.—The sec- 
ond broad head under which a business proposition may 
be financed is by the common means of getting a line 
of credit such that it is possible to stock up on me- 
dium or long time given by the supplier. At the one 
extreme of this method stands the consignment method 
by which the supplier makes the dealer his agent and 
furnishes him with a line for sale, remittances to be 
made only when sales are made and as the retail pur- 
chaser settles. This is really going into business “at 
the supplier’s expense.” At the other extreme is the 
conservative supplier requiring remittances on the first 
of the month or 30 days after the date of delivery. 
There is every graduation between these two. Perhaps 
the average term of credit is somewhere about 60 
days. Some firms make a practice of timing remit- 
tances so as to get the benefit of a longer term of credit, 
often by means of practical payments. 


Why Businesses Have a Certain Credit Rating.— 
Every business man, theoretically, is supposed to have 
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a definite line of credit. But there is practically no 
marked uniformity in credit rating. Of two businesses 
apparently the same in every respect one may have 
from two to five times as good a financial rating as 
the other. 

What factors have made this? 

Three, most probably. The firm having the super- 
rior rating has (1) paid promptly, or in case it was 
impossible to do that, anticipated the delay and in- 
formed the supplier, offering partial payment and se- 
curity for the remainder; (2) maintained a reputation 
for courtesy and progressiveness, and (3) co-operated 
with the credit agencies. 


Methods of Getting a Good Credit Rating.—To get 
credit from the supplier a business should observe the 
eardinal rules listed above. To get an Al rating on a 
supplier’s book, every obligation should be met on time 
—not ten days or five days or one day after pay- 
ment date, but exactly on the dot. It is surprising the 
satisfaction with which any supplying firm views 
prompt payments. It is the strongest argument for a 
larger credit line that can be advanced. When, owing 
to unavoidable causes it is impossible to meet a bill 
when due, make a thorough report; state why payment 
will be deferred, how long, what security can be’ given 
when it becomes overdue and ask for an extension. 
This is such a departure from the ordinary method 
—where an account is allowed to mature, and a few 
days after maturity the supplying firm is written that 
the account will be taken care of at the earliest possi- 
ble moment or some other similar ambiguous promise 
is made that it assists materially in preserving credit. 
Make a definite promise and stick to it. 


(2) It is indeed surprising how far business courtesy 
and a reputation for progressiveness go towards a 
good credit rating. <A firm, the individuals of which 
are uniformly courteous to customers, traveling sales- 
men, correspondents, has in that courtesy a valuable 
business asset. But more than that the business man 
who sets himself apart from his fellow conservatives 
by originating and using business plans carried out 
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with originality and energy, gains the co-operation so 
necessary to credit. 

The general methods of obtaining credit are very 
much the same as those used to obtain credit from 
an individual supplier. As a general thing, a business 
which can satisfy any firm with which it does business, 
can satisfy the general run of firms in the same or even 
in general lines. But there is, of course, a great deal 
of difference in supplying firms. Some are very rigid 
about extending credit. These firms are either the 
old established houses or they are younger firms 
who have to be very careful about the credit risks 
which they take. Between these two there is a large 
class of supplying firms which have only the ordinary 
credit restrictions about their business. 

Where suppliers are constantly expanding and tak- 
ing on more business, their credit requirements may not 
be constant. With the hiring of new help and change in 
the credit department or any changes which require 
capital, the old credit conditions may experience a cor- 
responding change. p 

The ordinary house, however, bases its judgment 
upon the general credit ratings, the reports of its sales- 
men, and the general judgment of the credit man. 


SELLING STOCK TO SECURE CAPITAL. 


The third great division by which capital may be 
secured either wholly or in part, is by the sale of 
stock. 

There is little or no difficulty surrounding the pro- 
curing of a charter. Nor does the capitalization of the 
company need to bear much relation to the amount 
of capital that it actually has. While state laws dif- 
fer in this respect, yet in every state there is more 
or less chance for padding to be done. A corporation 
having a few thousand dollars, for instance, may in- 
corporate for fifty, one hundred or five hundred thou- 
sand dollars, as it suits it best. So a corporation is 
easy to organize and to finance—on paper. There are 
many of these paper corporations in existence which 
are deliberately organized for large sums in order to 
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be able to sell their stock at a substantial discount. 
These, however, are stock-selling propositions, not le- 
gitimate business propositions, and need not be consid- 
ered here. 

The General Advantages of Selling Stock.—There are 
several prominent advantages in financing a business 
by the sale of stock. The first is that it provides capi- 
tal; the next, it gets interested stock-holders. Fur- 
ther than this, it provides for assistance in the consult- 
ation and management by providing a board of inter- 
ested directors. Lastly, a corporation rightly organized 
the stock of which has been conservatively put upon 
the market, has a fair amount of commercial prestige. 

Capital Provided by the Sale of Stock.—The first 
great advantage of selling stock is that it provides 
a working capital for a business. The money so ob- 
tained is not borrowed; it becomes the actual property 
of the corporation. Good will is an intangible asset 
at best, but when stock is sold it becomes a most tan- 
glible one. At times it is impossible to borrow a single 
cent on the good will and prospects of a business no 
matter how good they both may be. But when stock 
is offered covering such good will, the borrowing dif- 
ficulty is done away with. All the general advantages 
which come from the having of capital come from the 
sale of stock. It gives ready money, and as such, is 
a powerful lever for increasing and maintaining busi- 
ness. 

The Advantage of Having Interested Stockholders.— 
The interested stockholder is a man who “plugs for 
business.” There is no man in a community who has 
the money to buy a small block of stock who is not 
able to swing some trade to a business, no matter 
how big that business is, or even if it be engaged in 
deals outside that stockholder’s apparent interest. A 
satisfied stockholder is one of the best assets of a com- 
pany. 

There are numerous businesses which are built up to 
a great part on the business of the stockholders. One 
of the advantages of a National or State bank over 
an ordinary private bank, for instance, is that the 
various stockholders of the concern not only trans- 
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act their own business with the bank in which they 
own stock, but they form a center of interest about 
which are grouped customers. The same conditions hold 
in a mercantile business where the farmers throughout 
the country are holders of stock. These stockholders 
all feel that when they trade at “their” store they are 
getting a refund on their purchases in the way of divi- 
dends on their holdings. 

Assistance in Consultation and Management.—There 
are times when even the most experienced business 
man is at a loss what move to take. Also it is difficult 
to interpret with surety if certain policies are for 
good or for evil. The man actually in the business has 
difficulty in getting a perspective on it. He is able 
to see it only through the glasses of his own self-in- 
terest. Stockholders not only give an opportunity for 
securing a board of directors which will assist in the 
consultation and management, but often the advice of 
a small stockholder will be pertineut and exactly to the 
point. Advice of this kind is usually not only freely 
given, but it is gladly given. Any man is pleased to 
be called into a consultation, particularly on a busi- 
ness of which he has not made a close study. He is flat- 
tered by being judged broad enough to determine some 
policy that is outside of his immediate line. 

In the immediate management of a business, the 
stockholders may be drawn upon for the knowledge 
-which they professionally possess. For instance, the 
attorney for an incorporated business will in all prob- 
ability be one of its stockholders. Many times the 
main supplier will be interested because of his hold- 
ings. This brings a number of varied views to bear 
on the puzzling propositions which are constantly 
coming up in business. 

Commercial Prestige-—A corporation rightly organiz- 
ed gives a fair share of commercial prestige. By right 
organization is meant that the backers of the corpora- 
tion are men noted for business sagacity. They must 
be men who either have a reputation for large and 
profitable financial deals, or men who have the reputa- 
tion for business shrewdness when rightly backed. 
Money and brains should be rightly mixed in the ideal 
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business corporation. Money alone is liable to lie 
stagnant, particularly when the men who furnish the 
money are not able to devote their time to the busi- 
ness in which the money is invested. 

Brains alone are useless without the proper financial 
backing. A good rule is that which says, “With money 
for backing and brains for judgment, any legitimate 
business can make a success.” 

When a business is considering whether or not to 
raise money by the sale of stock, the advantages alone 
should not be considered. There are a larger number 
of disadvantages in this matter of procedure, but all 
of these disadvantages are small. Indeed, under good 
business management they may be so small as to be 
entirely a negligible quantity. These disadvantages will 
be taken up one by one below. 

Cost of Selling Stock.—When any stock proposition 
is placed upon the market, it costs a considerable com- 
mission to sell it. But besides this cost, there is al- 
ways the risk—the moral obligation—which the pro- 
moters assume to the stock-buyers at home. Should 
the corporation ever fail, it means that the promoters 
lose—not only their own funds, but they are morally 
obligated to replace those which have been 
intrusted to them. Examples of this kind 
are numerous. For instance, in the past 
few years, hundreds or perhaps thousands of cor- 
porations were organized for the development of the oil 
wells in Texas. Many of the promoters were so en- 
thusiastic about the oil proposition that they not only 
invested their own money, but used every possible in- 
ducement to get their friends and relatives,in on the 
“good thing.” When the slump occurred, these men 
were morally indebted to those whom they had induced 
to invest. 

Where stock is sold by one of the promoters, a cer- 
tain percentage of the proceeds must go to the man 
who does the promotion work. He may be paid either 
in stock or in cash. Seldom a business is financed in 
which the cost of promotion does not range from five 
to twenty-five per cent. This means that a concession 
of just that percentage is made in order to obtain the 
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funds. It is a question if at times it would not be possi- 
ble to secure credit from a bank or other financial 
agents at less exorbitant terms than that charged by 
the promoter. When of every dollar taken in, twenty- 
five per cent must go to the stock salesman, it means 
that considerable sacrifice is being made in order to 
realize money. If in addition to that, stock is put on 
the market having a fair backing in valuation, it may 
mean that $100 worth of property is being sold for 
$75. This of itself is a poor business move. 
Determination of Value—a Difficult Point.—The de- 
termination of the price at which to sell a stock—that 
is the amount of value that lies back of the stock, 
is a difficult matter to determine. A great deal of the 
value of a stock is liable to be intangible. Take the 
case of a department store which has worked up a 
good business and has, say inventory of $50,000 on its 
shelves. The trade prospects alone may be worth an- 
other $50,000. At this point, the problem of the size of 
the corporation—the amount of stock that is to be is- 
sued—is an important one. Shall it be $50,000, the 
value of the stock? Obviously not. Shall it be $100,- 
000, the value of the stock, plus the good will and trade 
prospects? Shall it be $150,000, capital enough to 
swing the proposition and make it much bigger? The 
first question is easily answered, the second not so 
easily. And yet it is to be remembered that the suc- 
cess of the corporation depends upon the stock be- 
ing sold at its full value. And so the question is one 
of great importance. Whatever the value of the stock 
may be, it will be difficult to sell it at its full value. 
This is for the well-known trade reason that the man 
who brings money to invest in a stock demands some 
premium for his “risk.” His money is sure to bring 
a small income at least—the three per cent of the 
savings banks. If he is a shrewd investor and dab- 
bles in real estate or has intrusted a friend who does 
this—his income may yield him seven, or ten, or fifteen 
per cent without what he calls risk. But when he ex- 
changes his money for stock, he has the feeling that 
there should be either a chance for a big return or 
that the returns if smaller, should be positively sure. 
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Combatting this feeling, makes it difficult to sell a 
stock at its full value. 

Price of Stock—the Barometer for the Business.— 
Stock once sold is closely watched by the investor. 
In case of a falling off in business he is pretty sure 
to know of it. That means that what would ordinarily 
be a business secret is common property of a large num- 
ber. Investors are prone to collect their dividends 
every year and are not willing to sacrifice one year’s 
dividends in order to bring up a business and obtain 
a better rate for coming years. The owner of a busi. 
ness is willing to make any reasonable sacrifice of this 
kind and as a consequence, when he has to deal with 
investors who want dividends, he finds that he is ur 
against a very different proposition. The indication 0! 
prosperity or adversity shown by a dividend or the 
paying of a dividend may have a favorable or unfavor 
able effect on the entire organization. 

Stock Liable to Depreciate.—When stock is sold the 
buyers are liable to be enthusiastic about its possibil 
ities—for a time. A few are able to hold their en 
thusiasm long after the transfer. This means that the 
depreciation to the general management of the business 
is liable to occur, and it becomes someone’s duty tc 
keep the stockholders in condition. They must not! 
be allowed to become too dissatisfied or the stock wil 
depreciate. Then, too, a man who has been sold on¢ 
block of stock often is anxious to sell again at a profi 
to invest that money in some other proposition. <A fev 
of these sales tend to depreciate stock considerably be 
low par. 

Restrictions of Credit—When the stock of a corpora 
tion is placed upon the market, the investors gener 
ally belong to one circle. The investors are liable t 
be made up of one or two of the clubs or cliques whic] 
are sO numerous in a city or town. This means tha 
they all draw their finances pretty well from one source 
When a new corporation is organized,smany of them ar 
eventually compelled to borrow, particularly if thei 
purchases of stock are large. The money that is bot 
rowed for stock investments will probably come fron 
one or two banks. This will mean that these bank 
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will cut down the line of credit for the organizing com- 
pany just about that much. If “A” borrows a thousand 
dollars which he invests in stock, it is probable that 
the organizing company getting the benefit of that 
money directly will find it difficult to borrow from the 
bank from which this money was obtained. In other 
words, the organized company will find that its credit 
has not increased in proportion to the increase in cap- 
italization. The club of investors which it represents 
will be obliged to withdraw their deposits from their 
bank and they will be obliged to become borrowers. 
This will be charged up to the organizing company. 
The corporation—to a certain extent—becomes a com- 
petitor of the bank when it sells stock. 


MANAGEMENT OF THE VARIOUS DE- 
PARTMENTS OF A BUSINESS. 


Business management is getting more and more to be 
- a management of the organized business. When a busi- 
ness has run for some time it is liable to be an unplan- 
ned affair. It has no definite organization, as it has 
grown by a series of additions. Perhaps as good a 
comparison as can be made between an organized and 
an unorganized business is to compare a building which 
has been built by a series of additions with one which 
has been definitely planned from the start. The ordi- 
nary business, not being planned at the start for 
growth, has its additions crowded on to it. The or- 
ganized business, being planned for growth, takes care 
of the various departments which are necessary to it, 
in a systematic manner. 

Any business—no matter of what kind—should be 
divided into the two broad divisions, the incoming di- 
vision and the out-going division. The incoming di- 
vision receives everything and takes care of everything 
which has to do with receipt. The outgoing division 
has as its function the supervision and handling of out- 
go. 

There are two methods of obtaining the material 
which is to make up the product handled in the in- 
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coming department: The most common method is that 
of making the product whichis to besold. A more com- 
mon term where the product is made in large quanti- 
ties is that of manufacturing. This term of course is 
not restricted to manufacture in lots, but is now used 
to include engineering operations as well. The tradi- 
tional method of getting a product was to make it in 
such quantities as would offer a good sale. Later the 
custom became common of purchasing a product from 
those who had made it; so getting a stock by means 
of buying. Sometimes these two methods are com- 
bined and a firm will both manufacture a line and pur- 
chase a part of it. So the function of the incoming de- 
partment is that of acquiring a product to be sold. 

The outgoing department, now designated the sales 
department, is that department which concerns itself 
entirely with sales. 

Some authorities give a third and a fourth depart- 
ment, which they do not separate. The bookkeeping 
or acounting department takes charge of all records. 
Everything that is done that necessitates a record, 
is taken care of by the accounting division. 

The department of supervision, or the management 
of a business cannot be localized. Like the accounting 
department it spreads over all the other departments 
and is general rather than local. The best way to think 
of these divisions is to separate a business into the 
incoming division in which all the production flows 
toward the business and the outgoing division in which 
the flow of production is away. Then both of these 
departments requiring supervision and accounting bring 
into being two divisions which spread over both the 
incoming and outgoing departments. 


THE DEPARTMENTS IN DETAIL. 


Manufacturing and Purchasing.—When a business de- 
pends upon purchasing to secure its stock—that is 
when it is a jobbing business, either absolute or in ~ 
a modified form—comparatively little supervision is nec- 
essary. Management then vests in the Buying Depart- 
ment. It is here that the success or non-success of 
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the business is bound to show. On the ability of the 
buyer depends the entire ‘success of the institution. 
Now, because the Buying Department is small; because 
it has not many employees, it demands a kind of su- 
pervision that is not needed in the factory. The broad 
rules which the buyer is to observe will be marked out 
by the Business Manager. To him is then left the de 
tail work of the taking on a satisfactory stock at a 
right price. If the stock is wrongly assorted, or if the 
price at which it is bought, is too high, the business 
loses money. As a general thing the Business mana- 
ger will confine himself more particularly to determin- 
ing what lines and what quantities are to be bought; 
the Buyer then devotes his energy to the price and to 
the problem of handling the salesman. He makes a 
- study of qualities and lists—keeps a graphic chart of 
prices for a number of years, with which to compare 
present prices—and in every possible way, works for 
efficiency in his purchasing methods. 

Buying Methods Not Spectacular.—The reason why 
the Buying Department of a business is often under 
rated is because buying methods have nothing of the 
spectacular. In manufacturing, an extensive plant must 
be maintained. The detail connected with the mak- 
ing of a product from the time of purchase to the time 
when it is stored for sale is not only intensely inter- 
esting, but calls for a large force of employees. To 
manufacture even a small amount of goods may re- 
quire an enormous outlay for a plant or factory. To 
buy the same amount for jobbing purposes requires 
practically no outlay for an organization. It utilizes 
capital and a knowledge of the buying and selling 
market, that is all. 

The Buying Department of a Factory.—The purchas- 
ing for a factory may be done by any one of the va- 
rious employees. Usually the manager, the assistant 
manager, or if the factory is a large one, a purchasing 
agent handles the buying. In some cases the work 
js split up into divisions. A foreman may requisition 
material, subject to the O. K. of a department head. 
He may even order certain material on his own respon- 
sibility, merely forwarding a purchase notification to 
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another department. Usually heavy buying—that re- 
quiring an expenditure above a certain sum—is done 
in the head office. By the use of systems a demand 
for the material is automatically shown by inventory 
and stock records. 

No General Rule to Be Laid Down for Purchasing.— 
Sometimes it is best to localize the buying in one per- 
son; sometimes it is better to distribute it among a num- 
ber. Which of various plans is preferable is usually de- 
termined by trying different methods and using the one 
best adapted to the particular business. 

The Storage Department.—The Storage Department 
of a business concerns itself with (1) The storage of 
the raw material. (2) The storage of finished prod- 
uct. Material once purchased must be immediately 
available for manufacture. It must be so stored that 
the quality and quantity—particularly the latter, are im- 
mediately determinable. 

There are two general methods of storing. In the first 
the product is kept in one store room in charge of a 
stockkeeper, who is responsible for the entire amount 
on storage. He signs receipts for incoming material and 
gives out material only on requisition from some one 
authorized to call for it. He keeps track—by means of 
perpetual inventories—of the amount of stock on hand 
and when any of it reaches the minimum amount he 
notifies the buyer. 

The second method of keeping track of stock is that 
in which the stockkeeping department is not localized. 
There may be from two to a dozen or more stockrooms. 
The kind of material to be manufactured may be such 
that it is impossible to keep it in one room, under one 
stockkeeper’s charge. For instance, in a manufacturing 
business, using large quantities of iron and also many 
small parts, the heavy material might be piled in a 
yard, while the lighter material—being subject to de- 
preciation, would be kept carefully in a suitable stock 
room. 

The management and supervision of the two kinds of 
storage conditions differ considerably. In the first— 
where there is one storage room—the stockkeeper is an 
important employee. Upon his accuracy and judgment 
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may depend considerably the success of the business. 
Where the buying authority, however, is vested in one 
man and the Storage Departments are distributed about 
the plant in charge if different stockkeepers, the Stor- 
age Department is really an adjunct to the Buying De- 
partment. As such it is not so important. 

The Storage of Raw Material.—The main: requisite in 
the storage of raw material is that it be easily found 
and available for use without loss of time and money 
in movingit. For instance, a manufacturing plant would 
unload its cars as near as possible at the point to which 
manufacturing begins. The store rooms would be sit- 
uated at the beginning point of manufacture. Those raw 
supplies that were necessary only at the certain stages of 
the later parts of manufacture would rightly be stored at 
the most adjacent points. The idea is to avoid all han- 
dling of material that is not absolutely necessary to 
manufacture. In the larger type of factories the flow 
of manufacture is direct from the point of supply to 
the point of finishing. If there be more than one point 
of supply, the material is placed as nearly as possible 
where it will be needed as the product is made up. 

The Finished Product.—Finished product is of two 
kinds—the finished components which enter into the 
manufacture of a product and the product when it is 
laid down ready for sale. For instance, in the manu- 
facture of a typewriter or cash register, there would 
be a large number of component parts, which are uni- 
form throughout the various machines. These com- 
ponents could be made up ahead of the time of use. 
They would then be stored in charge of the stock- 
keeper and requisited from time to time as needed. 
These parts, considered as parts, are the finished prod- 
uct as they need no processing in order to be used. Food 
management provides for not only the manufacture of 
these parts, but the storing and keeping track of them 
so that they may be available for use whenever 
needed. 

The true meaning of Finished Product is “the goods, 
article or commodity which is manufactured. when that 
product is laid down ready for sale.” With the excep- 
tion of supplies necessarily to be “aged,” the product is 
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not stored, but is boxed immediately and put out by the 
Shipping Department. Particularly in good times, when 
all manufacturing establishments are behind on their 
orders, this condition is found. As a consequence, the 
storage of finished product is not a large part of the 
work of the stockkeeper. In fact, a product once fin- 
ished goes to the Shipping Department, for boxing, cart- 
age and shipping. 

There are certain lines in which a sale of component 
parts is often made a feature of the business. For 
instance, in the manufacture of agricultural implements, 
there is a large sale on the repair parts. These parts 
would be simply the components of the various ma- 
chines. Usually a separate sales department would be 
maintained for these “supplies” as they are called. In 
the manufacture of electrical machinery it is possible 
that these components would not be stored separately, 
but would be requisited directly from stock. 


THE PROCESSING DEPARTMENT. 


’ The managing of the Processing Department of a 
business is one of the largest problems of the industrial 
world. The different manufacturing processes which 
make up the work of this department, even in the mak- 
ing of an ordinary product demand the highest manage- 
rial powers. Processing begins with the buying of the 
raw material, the second step being the various opera- 
tions which change it from the raw material to finished 
product. When the product is laid down in the shipping 
room for sale, the work of the Processing Department 
is finished. 

The theory of the Processing Department is that all 
work shall be done upon orders. This is indeed the key 
to new manufacturing methods. No work will be done 
or material will be used unless there has been an or- 
der given for it. By distribution of the authority to 
order, the problem of the management of the Processing 
Department is supervised. For instance, the authority 
of the General Manager will extend over the various 
departments below him. Each employee beneath the 
rank of General Manager will be given so much au- 
thority as is called for by the needs of the business. 
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The foreman of the various departments having received 
an order from the management, will use their judg- 
ment up to a certain point, as to the department in 
which that material is to be worked up, the kind and 
amount of material that is to be used, and the number 
of employees who are to be engaged upon it. This 
routing of work therefore, is under the immediate su- 
pervision of the foreman and heads of the various de- 
partments and under the general supervision of higher 
authority. Such, in outline are the methods in use by 
all well organized Processing Departments. 


THE INSPECTION DEPARTMENT. 


One of the sub-departments of the Processing Division 
is that of Inspection. It is recognized as exceedingly 
poor business method to allow a defective product to go 
any farther in the processing of product than is possible. 
Particularly damaging is the effect where a defective ar- 
ticle is allowed to reach the consumer. This not only 
hurts trade, but the expense is much greater when de- 
fective pieces are not noted at the time when they can 
be remade at little expense. The best methods provides 
for automatic inspection, either by one employee check- 
ing the work for another, or by means of searching 
tests. Where employees do checking, it is customary 
to have either a skilled inspector who judges the work 
or to have one employee check the work of another, 
‘this latter to be rechecked by a general inspector. Pen- 
alties are provided, which will, by their enforcement, 
automatically cause all possible care to be taken in the 


work, : 
HIRING HELP. 


The kind of employees that are wanted are those 
which combine the ability to turn out a large quantity 
of good work, and at the same time have enough of 
the old-fashioned virtue of perseverance to do it. Per- 
haps there never was a time or never will be a time 
when there was or will be such a scarcity of labor of 
the right kind. 

In the strife for getting good employees, no em- 
ployer can afford to use only one means of obtaining 
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them. All possible means must be used in order to ob- 
tain a force sufficient to keep the wheels of the business 
turning. 

There are two general methods of maintaining a force 
up to the required number and standard. Some busi- 
nesses prefer to train theiremployees themselves, keep- 
ing in touch with a large number of prospects all the 
while, and aiming to take their employees as early in 
their business career as possible. The advantages of this 
method are in the main that such employees are weli 
versed in house methods. If care is taken to obtain 
employees that are liable to stick, such a course will 
maintain a permanent force, and a permanent force is 
the aim of every business. 

The single disadvantage of this method is that such 
employees obtain the inside viewpoint to too great 
an extent. They know what their own firm is do- 
ing, but they cannot get the proper prospective on what 
other firms are doing. | 

Advantages of the Trained Employees.—To offset this 
objection, many firms, particularly those that are un- 
able to train their help fast enough, are firm believers 
in the method by which employees as fast as they are 
needed, are hired from other companies in the same 
line of business. The general advantage of this method 
of hiring help is that in this way there is a constant 
influx of new blood and new ideas. Often a new em- 
ployee who has spent his business life in other insti- 
tutions of the same class, and who at the same time has 
been a close observer, will bring enough ideas with him 
to pay for the expense of hunting him out and securing 
him. Then, too, the firm that sets out to train a man 
must invest considerable money in that training. Take 
in a business where the probationary period will extend 
over a year or so, the investment expense is all the 
more insidious because it does not appear on the cost 
sheet. Mistakes are made by the untrained employees 
as a usual thing—not by those who are trained thor- 
oughly. 

It is this motive to a great extent that makes a great 
number of firms tend towards hiring employees wher- 
ever they can get them. Nor does this custom tend to 
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develop undue competition other than for perhaps first 
class technical men. The ordinary employee not only 
does more satisfactory work, but is liable to be much 
more loyal to the company he is with when he knows 
that there is a good general demand for his services. 
Nothing leads to routine work—and consequently work 
of a low productive capacity—like the thought that a 
worker is in a line where there is little or no chance 
for competition for his services. 

Hiring by the Heads of Departments.—Perhaps the 
most satisfactory means of hiring help is that in which 
the head of each department is closely enough in touch 
with the labor market to be able to keep his depart- 
ment up to the required quota. There is a great dif- - 
ference in different lines as regards this. For instance, 
a foreman in a metal-working line would not be con- 
sidered a competent man unless he was pretty closely 
in touch with a dozen employees whom he could reach, 
as well as with every one that he employs. A printer 
in a town of ten or twenty thousand knows every per- 
son that is available in his city for his purposes, not 
only knows the chances for obtaining him, but whether 
he is satisfied with his present position and a vast 
amount of other collective data that he learns from 
careful and systematic investigation. 

On the other hand, a chief correspondent who is 
obliged at certain seasons of the year to maintain a 
' large force, might know outside of his own force, only 
a few stenographers who were available for his work. 

Then, too, sometimes the organization of the house is 
antagonistic to such a policy. Help may either be 
hired from the top or from the department heads. 

Where Help Is Hired From Overhead.—Some busi- 
nesses are so organized and the control is in such 
a shape, that the entire hiring of the force from a gen- 
eral superintendent to office boys vests in and is a 
prerogative of the head office. But as a general thing 
the problem of hiring he’p is such a large one that the 
assistance of the various department heads is recom- 
mended in maintaining a force. That this condition is 
one which creates a tendency toward keeping the ef- 
ficiency point high, is not to be doubted. For if a depart- 


982 BUSINESS MAN’S BRAIN PARTNERS. 


ment head is made responsible for efficiency, he must 
be allowed to choose the workmen who are to assist 
him in maintaining a high efficiency record. When help 
is hired over his head, it gives him an excuse which if 
he does not quote to those above him he can quote to 
himself for self-justification. This excuse shapes up as 
follows: “If I could only hire my workers, I could main- 
tain a more efficient force. As it is, I am obliged to 
‘take what the head office sends me.” 

This method presents the paradox of increasing the 
efficiency of the department head by giving him more 
work. Subjected to certain restrictions, of course, if 
the head of a department is instructed to do his own 
hiring, he will feel a greater responsibility and a closer 
touch with the business, which will tend to increase his 
efficiency as well. 

Care Needed in the Selection of Department Heads.— 
This makes the necessity of a selection of department 
heads one of great importance. Where help is hired 
from the main office, it means that a man who is skilled 
in help-hiring and who knows all phases of the labor 
market—in other words is a specialist—has charge of 
help-getting. This man is pretty sure to do good work. 
A department head gets about him pretty much the 
same class of peopie that he himself is—they are liable 
to have pretty much the same characteristics as the 
man who hires them. This means that a great deal of 
scrutiny must be placed on a man before he is put in 
charge of a department. True, it is sometimes the case 
that those who are very efficient in maintaining and 
enforcing discipline and making a work record for a 
force, are not able to secure that force themselves. They 
may lack the practical experience in hiring people or 
they may not have the “knack” necessary to hire. 

Advantages of an “Employment Department.”—Per- 
haps the best method is that which is found in a great 
many institutions hiring many workers. An employment 
department is maintained which requires of a prospect- 
ive employee certain general and special qualifications 
before they are turned over to department heads for a 
final work contract. When a foreman or department 
head wishes an employee, he makes a requisition upon 
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the employment department asking for a man of cer- 
tain qualifications. If he has anyone in mind, he can 
submit an application at the time he makes the requisi- 
tion. This application will pass through the regular 
routine and, all other things being satisfactory, the one 
recommended by the department head will be passed 
by the employment department and eventually become 
an employee. 

This method combines the advantages of both the 
methods outlined before, and has practically none of 
their disadvantages. It is one which is practical at 
each point. 


GETTING EMPLOYEES BY ADVERTISING. 


A most satisfactory method of getting employees, 
and keeping in touch with the labor market as well, 
is that of advertising. The ordinary method, and one 
that possesses the virtues of being economical and rea- 
sonably sure, is that of using the want advertisments 
in the leading city dailies. The common method of do- 
ing this style of advertising is that of using the ordi- 
nary blind advertisement. The blind advertisement 
has two disadvantages which, however, are seldom con- 
sidered by the advertiser. 


Disadvantages of the Blind Advertisement.—The first 
' disadvantage of blind advertising is that a great many 
times competent employees who are employed at the 
time that the advertisement is run, are liable to be 
somewhat scary about answering a blind advertisement. 
For instance, take the example of a technical man who 
is already employed with fair prospects of promotion, 
but who wishes for some satisfactory reason known only 
to himself to make a change. If he is progressive, he 
keeps in touch with the advertising columns of the 
leading dailies, scanning them carelessly, or even go- 
ing over them systematically each week. When he sees 
an advertisement which looks as though it might be 
worth answering, he is often held back from making the 
reply from the fact that he might possibly be writing to 
his own company. An instance of this came up a short 
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time ago which illustrates this point perfectly. A trans- 
lator, writing specifications and making records of for- 
eign packets, became dissatisfied with his position and 
gave notice to the firm that he was with, that he had 
decided to make a change within the next thirty days. 
He was receiving a salary of $125 per month. When the 
firm for which he was employed ran an advertisement 
stating the kind of man they wanted and requesting the 
applicant to state the lowest salary which he would ac- 
cept, the advertisement appealed to him so strongly that 
inasmuch as there seemed to be such a good chance for 
rapid promotion, he stated that he would start in at $85 
per month. He did not recognize the position that he 
occupied as it was described by the firm, and had ap- 
plied for his own job, agreeing to do the work for $35 
less per month than he formerly had received. Once an 
employe has had an experience of this kind, he is very 
careful about answering blind advertisements. 

Confidential Information Necessary.—Then too, such 
advertisements usually require a great deal of confiden- 
tial information. Such information the ordinary em- 
ploye is very loath to send without knowing to whom he 
is making an application. He therefore has but two op- 
tions; he can state his qualifications in a general way 
and give an assumed name, or some telephone number 
to be called up, or he can make a reauest for an inter- 
view, also generalizing somewhat on his experience and 
trusting that he may be informed who the advertiser is. 
These plans have the disadvantage when the prospective 
employe must deal in such general statements, that 
there is little chance of his prospective employer select- 
ing him for an interview. 

The minor disadvantages of running a signed adver- 
tisement are many in number—so mauy. in fact, that 
few firms take advantage of this method except where 
they need a lot of employes. Where a department store, 
a telephone company, or a large wholesale house needs 
a large number of department clerks, correspondents, 
salesmen or similar help, it is possible to put in an ad- 
vertisement signed with the firm name. But where. 
there is need for a few employes or for one or two 
technical men, it is liable to interfere with the efficiency 
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of the force if it becomes known that the firm is ad- 
vertising for help. Speculation becomes rife in the 
force as to “who is going to be fired,” and evidences of 
dissatisfaction may be brought up in an otherwise con- 
tented force of employes. This may be counteracted to 
some extent by a general notice to the present force or 
by a special notice to those in lines affected by the call, 
that such and such employes are needed by the com- 
pany to do additional work that is soon to arise. But 
this method is not always satisfactory, as it is not al- 
ways good business policy to make those affected by the 
advertisement confidants in matters of this nature. 

A Requisite of All “Help Wanted” Advertisements.— 
But whether the advertisement be blind or signed, there 
is one requisite for framing it up that is always to be 
scrupulously observed. George P. Rowell perhaps was 
the originator of this method and the first to speak 
highly of its many advantages. When an employe is 
needed, the disadvantages of the position to be filled 
should be somewhat over-emphasized. The advertise- 
ment should state that the work is somewhat harder 
and more difficult. the hours somewhat longer, and the 
requirements somewhat more stringent than really ex- 
ist. This serves two purposes. In the first place, it 
weeds out all idlers, and second, in case the employe 
makes complaint as to the duties of the position being 
arduous or over-difficult, the employer has but to turn 
to the advertisement which the employe answered to 
’ show him that “it is so nominated in the bond.” 

A Good Employe May Not Be a Good Letter-Writer.— 
From the standpoint of the employer, there is one dis- 
advantage of getting help by means of help wanted ad- 
vertisements. This objection is one that particularly 
holds in those lines where the employe desired is not 
used to correspondence. For: tance, there are a great 
number of salesmen who are excellent men on the road, 
who possess every qualification for personal salesman- 
ship, yet who, when they sit down to write a letter, are 
unable to do themselves justice. In fact, some good em- 
ployes, judged from a critical standpoint, write a letter 
which is positively illiterate, yet they may have so 
many other business virtues to offset this one defect, 
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that an excellent man may be oyerlooked simply be- 
cause he does not write a letter which appeals. On 
the other hand, and at the other extreme, are men who 
are able to write a splendid letter in answer to a help 
wanted advertisement, and who can secure an interview 
and get a job simply because they are somewhat expert 
in that line, and yet who have practically no other quali- 
fications for business. Some men even may almost be 
said to be professional letter-writers. They are always 
on the lookout for a change—will put a great deal of 
time on the proper construction of a letter, and write 
such a unique communication that they are almost sure 
of getting a reply. Then too, some men keep in touch 
with a professional letter-writer who handles their cor- 
respondence in matters of this kind and the employer is 
much disappointed when he puts a man on the pay roll 
and finds that he is nowhere near as good as his letter 
of application would lead one to think. 

Advantages of the “Help Wanted” Advertisement.— 
But these conditions considered as negative quantities 
—as they may be, as affecting only one ortwo per cent. 
perhaps, of the average number of applicants—leave a 
big list of advantages in favor of the help wanted adver- 
tisement. A large number of men occupying important 
and influential positions have, in fact, secured such 
positions by this medium and as a result are strongly 
prejudiced in favor of it. It is reasonably quick, and it 
is reasonably sure; for more employes are paying atten- 
tion to the advertising columns of the daily papers 
from day to day. 

The strong advantage in favor of the use of the 
small advertisement is its low cost. A great deal may 
be told in the five-line advertisement, and five lines cost 
only $1.25 per medium. It is best as a general thing to 
use perhaps three of the leading morning papers and one 
or two good evening papers. As a general statement, it 
may be said that the class of replies which are returned 
from insertions in morning papers, are of somewhat 
higher quality than those in the evening papers. The 
morning papers, therefore, can be used to better advan- 
tage for high-grade help, managers, correspondents, 
stenographers, and the like, and the evening papers for 
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mechanics, street car men, telephone help, laborers and 
similar employes. \ 

Classified Advertising Excellent.—An interesting type 
of advertising that has come into prominence, is the 
classified column advertisements which are now run 
by the leading magazines. This advertising has been 
appreciated but little by the average employer of labor. 
The reason for this probably is that so little systematic 
campaigning has been done by the classified advertis- 
ing man to solicit this kind of advertising. There is 
also another reason, which is this: Usually when an 
employe is wanted, he is wanted at once, and the 
monthly magazine is considered as being too slow in 
its result-getting. This is not true. When help is 
wanted, it is generally known at least twenty or thirty 
days in advance and the breadth of the field that the 
classified monthly advertisement covers, compared with 
the restricted field covered by the daily paper, makes 
advantage strong in the favor of the monthly magazine 
as a means of getting employes. Then too, an employe 
who is in the market, if a reader of a high grade maga- 
zine, is very liable to be a superior man and one with 
whom it is profitable to get in touch. While advertis- 
ing of this class forms but a small part of the classified 
advertisements in the monthly, yet the returns are sim- 
ply wonderful when it is used. 

Advertisements in the special columns of a news- 
paper or magazine usually are not as good pullers in 
. securing help as are those in the classified columns. 
The reason for this is that the prospective employe is 
not in the habit of looking in the other columns for that 
class of advertising—the advertisement is not so liable 
to be seen, in other words. 


HIRING HELP THROUGH THE EMPLOY- 
MENT AGENCY. 
Perhaps no subject brings out more conflicting views 


than that of hiring help through the means of the em- 
ployment agency. At one extreme stands the man who 
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gays that he has absolutely no use for any man whe 
does not know enough of business in these times ta 
market his own brains without going to an employment 
agency for help. At the other extreme stands the em- 
ployer who says, “Do I get my help through an employ- 
ment agency? Indeed I do. The employment agency 
when honestly conducted—and I would deal with no 
other—is simply a specialized business for securing ex- 
actly the kind of help that a man wants.” Between 
these two extreme views lie every possible grade of 
varying opinions. Between the employer who has no 
use for employment agencies and one who uses them 
entirely, probably exists a workable mean. 

Advantage of Employment Agencies.—The main ad- 
vantage of the employment agency is probably that the 
employer who wishes help immediately or thinks he 
may soon be in the market, is able to consult the lists 
which are on file in the office of the employment com- 
pany. In going through fifty or a hundred applications 
made out by men who are in the market for a change, an 
employer is able to get in close touch with the labor 
market—information which he can secure in practically 
no other way. He is able to see the class of men that 
are open to employment and now and then will run 
upon a “find” in the most liberal interpretation of the 
word. He can adjust his own ideas to fit conditions as 
they actually exist. He is not liable to become too crit- 
ical or too theoretical in his requirements for help. A 
great deal of the classification work that he would have 
to do himself has already been done for him by the 
agency, and he wastes neither time nor money in get- 
ting in touch with the class of people who are not fit- 
ted to do his, work. He is often able to anticipate a 
future stringency in the labor market by knowing how 
the applications compare with those of previous years. 
He is also able to take advantage of an over-plus of 
labor from a certain line and is often able to cut down 
a pay roll expense by getting in touch with men who 
have exactly the set of qualifications that he needs in 
his business. In fact, the labor employer is rare indeed 
who cannot learn by keeping in close touch with the 
applications in a well-conducted employment agency. 
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The second great advantage of the employment 
agency methods is the absolute accuracy, which sur- 
rounds the work. Many times, if a certain deal under 
consideration goes through, it will be necessary to im- 
mediately place upon the force a large number of em- 
ployes. When these employes are got in touch with 
tentatively by means of an employment agency, there 
is practically no chance of the news becoming public. In 
case the deal does not go through or business does not 
hold up to the required point, there has been no invest- 
ment other than the expenditure of a very little time in 
getting in tentative touch with the prospective em- 
ploye. 

As an organized institution, the employment agency 
has means of getting in touch with a very large num- 
ber of prospective employes—larger than has even the 
most well-known business. A good agency travels over 
the entire field of the United States and Canada and in 
the matter of technical men particularly, has means of 
getting in touch that would be impractical even for a 
company maintaining a well-organized employment de- 
partment. This point in itself is worthy of considera- 
tion by the employer. 

A Man Can Market His Own Services.—The second 
objection to employment agency methods is found in 
the tendency of a great many high class employes to 
take the employment agency only as a last resort in se- 
curing a situation. Particularly in good times, when 
even a fairly good employe who wishes to work is sure 
of a job, the average man prefers to market his own 
services, both‘ as a matter of pride, and as a matter of 
economy. There is no doubt that the same expenditure 
of money in judicious advertising, if the employe were 
competent to make that expenditure, would bring better 
results. But possibly the employe is not so competent 
to do this as is the employment agency. It is their 
business. The average man perhaps does not market 
his services more than five or ten times in a lifetime. 
So he is liable to be almost an amateur at it. In get- 
ting together a large force of a uniform grade of lapor 
—particularly that somewhat below medium grade— 
the employment agency is of great value. 

A 
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So far no mention has been made of the free employ- 
ment agency maintained by the typewriter companies. 
These are perhaps one of the best sources for getting 
in touch with stenographic help, that it is possible to 
find. Especially when there is needed an emergency. 
force for a short time or even a sudden permanent in- 
crease, the typewriter agency may be used to the very 
best advantage. This agency has all of the advantages 
of the general employment agency and none of its dis- 
advantages. 


HIRING HELP BY ANSWERING ADVER- 
TISEMENTS. 


Another method of securing help is that of answering 
advertisements which are run in the want columns of 
the dailies. Some employers are very partial to this 
method, and secure excellent results from it. As a 
usual thing, the employe who runs an advertisement 
of this class, wants a job. He has decided that question 
for himself and there is no doubt that he wants work 
or wants a change. Many times he wants it badly. That 
means that the employer does not have to spend any 
time convincing the employe that he should go to work. 
When he writes a request for an advertiser to call, he 
is pretty sure to find a man who is anxious to get work 
right away. 

A Disadvantage of Answering Advertisements.—The 
main disadvantage of this method is that the empldéyer 
is to a great extent placed in competition with others 
who have answered the same advertisement. A well- 
written advertisement, well presented and showing 
originality and initiative in its make-up, will secure at 
least five. or ten replies, sometimes more. This means 
that the employe has the pick of several positions. He 
is liable to shop around considerable, going from one to 
the other, before he definitely makes up his mind. Many 
times after he has actually contracted to go to work, he 
will receive a belated reply which will keep his mind off 
the position that he has taken, so that he does not get 
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settled down and become a satisfactory worker for a 
period of a week, or perhaps two. 

Little Expense in Answering Advertisements.—But 
the progressive employer cannot afford to overlook a 
chance of securing good employes, and the trouble and 
expense of answering advertisements is little indeed. A 
private secretary or even a good bright office boy can 
mark up the Sunday papers in half an hour, checking 
those advertisements which look as though they might 
have something to them, and turning the sheet over to 
the manager or head of the employment department. 
These advertisements can then be re-checked and a 
stock letter sent out to the advertiser, asking him to 
call. This method takes little time and expenditure 
of little money. If one or two good employes are se- 
cured during the year, it will be both satisfactory and 
economical. 

Incidental Methods of Getting Help.—Besides these 
systematic methods of securing employes, there are 
other and incidental methods. A great many times a 
drag-net is out so strong that everyone employed in a 
business is instructed to keep an eye out for other good 
help. This in itself is good business. It tends to cre- 
ate an excellent house spirit which manifests itself 
favorably through the entire business. Rightly done, it 
causes no friction with the employment department, be- 
cause rightly viewed, it is really an excellent method of 
aiding that department in their search for the compe- 
' tent employe. 

For instance, when an employe is obliged to leave on 
account of sickness, a change in prospects, desire to 
emigrate, or a similar reason, if this employe has had 
such a change in mind for a long time and has been 
instructed to keep watch for a substitute, the employe 
will often be able to break in someone for the position 
he has left. 

Such a method is bound to be satisfactory, as in such 
a case, the leaving employe is not liable to take away 
information Of value, but will communicate it to the 
successor. Often a younger member of the family—a 
brother or sister or relative, will be able to work into a 
leaving employe’s place. 
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The Use of Combination Methods.—As has been 
shown, each of the various methods of getting in touch 
with the employe has its relative merits and demerits. 
It is best not to lean too heavily upon any one method, 
but to try them all out and see which seems to give the 
best satisfaction. As a usual result, such a tryout will 
show that one method will be particularily adapted to 
getting one class of help, another to another, and so on. 
‘ro generalize, low grade help and certain high class 
technical help will be best secured through the employ- 
ment agency. Advertising will secure general help and 
occasionally high grade and low grade employes, being 
particularly useful for large blocks; and answering ad- 
vertisements will secure now and then an employe who 
might have been overlooked by the other methods. 

Judging the Prospective Employe.—The first method 
of judging the employe is, of course, by the letter that 
he writes or by the application that he fills out. If the 
answers to an application are neatly, carefully and 
quickly written, it is a pretty good indication that the 
employe is neat, accurate and prompt.. If there are no 
weak spots betrayed by the searching questions of an 
application, it is pretty certain that the employe has the 
necessary qualifications for efficiency. If the references 
are such that they back up the claims made by the em- 
ploye, this is a pretty sure indication that he is the kind 
wanted. But as has been stated, there is always a 
chance of overlooking an employe who has not the abil- 
ity of expression—who lacks the faculty of putting 
down his strong points—on paper. This will be recog- 
nized by a kind of intuition that comes from practice in 
handling such matters. The man who is used to look- 
ing over a large number of applications during the year 
and who makes a mental sketch of what kind of an em- 
ploye a certain application will bring, learns to judge 
applications intuitively. This judgment can come from 
intuition combined only with extensive practice. 

The Personal Interview.—There are some cases where 
it is not possible to have a personal interview with an 
employe, as in a case where the hiring is done through 
an employment agency and the prospective employe is 
at some distance from the house which is hiring him. 
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In this case it is necessary to judge entirely from writ- 
ten records, trom submitted work and from~ recom- 
mendations which the prospect can furnish. Except 
where an employe has decided to locate in a certain 
town, it is quite an undertaking to take a man from one 
location to put him to work in another. As a result, 
the most careful scrutiny should be made of all the 
documents in the case and these should be especially 
comprehensive and searching. Photographs and some 
means of determining the physical capacity of the 
prospect are also to be taken advantage of. 

Interviewing Methods.—Systematic methods of inter- 
viewing a prospective employe have been given but lit- 
tle attention. Yet this subject is a science in itself. 
Buying labor is just as much of a study as buying a line 
of goods. More so, because a line of goods may be stud- 
ied until the buyer is reasonably familiar with what he 
is buying, but in the matter of buying labor, one is deal- 
ing with human nature, which is never constant—is al- 
ways changing. 

Perhaps the ordinary method of interviewing is that 
of conducting a sort of helter-skelter questioning. The 
employer asks a few more or less searching questions 
and the prospective employe answers them. As these 
questions are answered, they suggest others, until the 
employe tells the story, and the interview, if favorable, 
ends in a friendly “visit.” 

. Standard Methods of Interviewing.—There are two 

good ways of conducting an interview. The first is for 
the employer to take the stand that the applicant has 
asked for the position and to throw on him the burden 
of making his case. The advantage of this method is 
that the prospective applicant is somewhat in the dark 
as to the exact work that is to be done and the exact 
requirements that are necessary for the job, and so he 
is unable to frame up a story that will fit the require- 
ments of the position. Then, too, in telling his story, 
he is liable to betray any weak points that he may have, 
touching his ability as a workman. If his education is 
faulty, if be is inclined to be somewhat of a boaster, if 
there is an inherent thread of dishonesty somewhere in 
him, this is pretty sure to show when he is given the 
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chance to make his own case. On the other hand, when 
an applicant is given the chance to talk freely and un- 
reservedly, it often gives him too good an opportunity. 
Unless the employer is on his guard, he is liable to be 
convinced somewhat against his will that the applicant 
is suitable to the position, and to view entirely the fa- 
vorable aspects of thé case. It is as though he heard 
but one side of a case in court. 


On the other hand it sometimes happens that an ap- 
plicant is extremely diffident and unable to make a 
good showing for himself. Some of the steadiest work- 
‘ers and men fairly brilliant in execution, are unable to 
make much of an appeal toward getting a _ position. 
They are all right once they are placed upon the right 
track. They then run to excellent advantage, but are 
not adapted to getting themselves started. 


Interviewing by Questioning.—The second method of 
judging employes is that of giving them a close and 
careful examination in the form of questioning. This 
series of questions should always be given in exactly 
the same manner and should obey two general rules. 
The first rule is that questioning should begin with 
general requests and gradually come down to details. 
The second rule is, that—scattered through the quiz- 
zing—should be various questions which are in the na- 
ture of “trap” questions, designed to search out the 
characteristics which an employer wishes to guard the 
most against. An example of this latter kind, would 
be a question which is designed to see how freely the 
applicant would talk about the business of his former 
employer. In many cases, absolute secrecy concerning 
the details of a business are necessary. When an ap- 
plicant expresses himself over-freely concerning 
the relations he has had with other em- 
ployers and seems free to tell their business, it is a 
foregone conclusion that he will talk just as freely con- 
cerning the business he is about to go into. 

Systematic questions should begin with the usual 
routine questions of age, nationality, and the like, where 
necessary, and from that go to details affecting the po- 
sition the applicant is to take. 
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It is always to be remembered that there are certain 
classes of work for which past records are the only 
means of determining an employe’s probable value. For 
instance, in all salesmanship lines, where a man is con- 
cerned with the marketing of the product, the evi- 
dences of the past work done are the best recommen- 
dations for consideration. Of course, a salesman or ad- 
vertising man cannot carry with him, or would not be 
a suitable employe if he did, duplicate records of the 
amount of increases for which he was responsible, but 
he can give a concise summary in round numbers of 
the increased amounts for which he claims the responsi- 
bility. These claims must be viewed with care and 
judged with caution. For many times large increases 
in business come from a change in the process of gen- 
eral manufacture or management, the introduction of 
new systems, or an unexpected or unprecedented de- 
mand for a line. While now and then a vast increase 
in business is due to the efforts of one or two men, yet 
usually it depends upon a variety of causes. But the 
rule for taking a man from successful businesses holds 
here. Where an employe has been connected with a 
successful business, it gives him a sort of mental bal- 
ance that nothing else does. His association with suc- 
cessful men has been an excellent incidental training 
for him, aside from the specific methods which he has 
learned. 

Handling the Interview.—Employes are more and 
’ more studying the methods of handling an interview. 
Some of them put such intensity and earnestness into 
their application that they are liable to “rush” the em- 
ployer and conduct the interview along their own lines. 
This is a good indication where the prospect is to do 
managerial or salesmanship work. The man who is 
used to controlling the situation—who is familiar with 
the problems of getting work out of a large force of 
employes, or who is used to going into a strange place 
and selling a bill of goods under heavy odds—as a usual 
thing, is strongly determined to conduct his own inter- 
view when he meets his prospective employer. 

Personal Appearance.—The traditional methods of 
judging the employe by his personal appearance is per- 
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haps more honored in the breach than in the observ- 
ance. There are certain undefinable characteristics 
which stamp a person as desirable or undesirable. 
These it is impossible to describe. If a man has not 
learned them by the time he sets out to hire help, he 
probably would not learn at all. The general statement 
that the man who is neat, neither under-dressed nor 
over-dressed, who lacks all those unmistakable signs of 
ill-luck and incompetence and bears himself in a gen- 
tlemanly and courteous manner is liable to be good ma- 
terial, is a somewhat vague generalization, bst is about 
the best one that can be made. 


Return Interviews.—A prospective employe who, af- 
ter an interview, seems to be the man required, shouid 
not be hired before he has had a return interview or 
two. Many employers who apparently have lost a good 
man by observing this rule, will be inclined to disagree 
with it. However, there is no doubt that if a prospect 
who has been given a reasonable amount of encourage- 
ment does not think enough of his prospective position 
to “follow it up” by a little call or two, then he is not 
the man who is wanted for the job. There is a chance 
that the employe may be picked up by another employer 
who will make a more attractive proposition, but that 
. chance must be taken. 


A prominent employer who holds to this view makes 
the following statement: 


“My first impulse when I get in touch with a good 
man and he seems to want to go to work for me, is to 
insure that he does not get away by putting him right 
to work. But I have found it the best plan not to do so 
unless he expresses an opinion to that effect. Where 
a man asks where his desk is and what will be the 
first thing for him to do and asks for his assignment, 
I put him to work and do the required investigating 
afterwards. But as a general thing, the man has some 
little matters that he wants to fix up—he may want to 
get settled or close off some little business deals. So 
I ask him how long it will take him to get settled, and 
then have him come in at the expiration of that time 
and make his formal contract and start to work.” 
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The ideas that a new employe get the first week of a 
place where he goes to work are pretty sure to remain 
by him. It is a good plan, therefore, to take every pos- 
sible means that these impressions shall be correct, in- 
asmuch as they are going to be permanent. To do this, 
proper introduction is necessary. The employe must 
be properly introduced to his work and to his fellow 
associates with whom he is to labor. 

Getting the Right Perspective.—This method of giv- 
ing an employe a right perspective on his new situa- 
tion is accomplished by pretty much the same means as 
was treated in taking up the matter of advertising. In 
advertising for an employe, it was stated that it is good 
practice to make the position appear in the advertise- 
ment as if it were somewhat more difficult than it really 
is. Similar methods may be used in breaking in the 
employe. While it is poor policy to provide an employe 
with a list of stringent rules which are to be obeyed, 
yet it is strikingly good policy to give him thorough in- 
structions in writing, detailing him the difficulties and 
pitfalls of his particular situation. These he is advised 
to be on the lookout for and is shown how to avoid 
them. 

The Right Amount of Information.—It is a question 
whether introductory information should be given in its 
entirety or in instalments. Where too large a list of re- 
quirements—or difficulties to be overcome—is handed 
to the average employe, it tends to create a condition 
of discouragement. It should not. It should only place 
the employe on his mettle to do his best. Perhaps the 
best method is that of giving a small list of general 
requirements and adding to these from day to day un- 
til the list is complete. An exception to this general 
statement is found, however, in hiring stenographers or 
clerical help where it is advisable to give a list of “best 
methods, and things to be avoided” in its entirety. One 
of the first duties of a new stenographer, in fact, should 
be the taking and writing of a list of rules to govern his 
or her particular work. This list should not be desig- 
nated as a list of rules, but rather should bear the more 
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euphoneous term, “Best Methods to be Employed in 
Stenographic Work, for the Blank Company.” This list 
should lead off with a paragraph something as follows: 

“As a result of the experience of the Blank Company, 
jt has been found that the best results come from the 
use of the following methods in handling correspon- 
dence. These methods are to be followed in detail, ex- 
cept where different instructions are given in writing, 
or dictated by someone in authority. The style sheet 
and matters of ordinary typographical or grammatical 
routine work, of course, will not be included in this list. 
It will cover only general business principles, as to 
hours of work, use of machines, stationery and similar 
methods.” : 

Introducing New Employes.—The relations of a new 
employe to those already employed must be harmoni- 
ous, or best results are not procurable. A proper in- 
troduction of a new employe to business associates in- 
sures this. This means that the work of the new em- 
ploye should ‘be clearly defined in the minds of old em- 
ployes and that all ideas of favoritism, pull or under- 
mining should be dissipated. 

Use of the “Instruction Process.”’—There is only one 
method worth considering in breaking in a new em- 
ploye. This is the instruction method in some of its 
original forms or developments. This method takes as 
a basis the fact that what the new employe needs 
primarily is instruction. First of all, there must be 
general instruction in that sometimes indefinite thing, 
house policy, and latterly instruction in the specific 
methods that are to be used in the particular depart- 
ment to which the employe comes. This may take a 
few moments, a few hours, or even may extend practi- 
cally over the first year or so of the employe’s work. 

Sources of Instruction—This instruction can come 
from three general sources: From the employer, from 
the foreman or department head or some fellow em- 
ploye older in the service and in the ‘same or substan- 
tially the same grade of work. Instruction from the 
employer has the advantage that it is authoritative, and 
as such, is liable to be more carefully observed than 
that coming from any other possible source. But the 
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employer cannot afford to spend much time at this 
work, especially where it might conflict with the disci- 
pline of those directly in supervision. The employer 
should make it a rule to come in just as close touch, 
however, as is possible with all his employes, from the 
man nearest below him to the one ranking lowest on 
the pay roll. Where possible, much more intelligent 
work will be done by employes who understand the 
motive which is back of orders given. This may be a 
matter of policy, however, and depends entirely upon 
the closeness of the relationship between the “old man’’ 
and his subordinates. 

The second and logical place from which instruction’ 
can come is from the foreman or department head. He 
is responsible for the efficiency of his department for 
the amount of work turned out, and for its being up ta 
standard—and as such he is logically the one from 
which this instruction should come. But a department 
head cannot spend much time on routine work. It is 
necessary, especially in a large organization, that the 
department manager devote his time to the large phases 
of business rather than the details. This is not so par- 
ticularly true of the foreman. He stands in closer rela- 
tionship to his men, having himself come up through 
the ranks, and having done the same class of work as 
he is now supervising. Therefore, routine work partic 
ularly falls on him and the new employe goes to his 
foreman for that part of his education which is neces- 
sary for him to carry on the work. 

Training from Fellow-Employes.—When a new em- 
ploye is placed in a well-systematized office and one 
where the employe-efficiency is high, training to be re- 
ceived from the fellow-workers is vital. For this rea- 
son the proper introduction of the employe and the 
definition of his position when he takes it—as has been 
referred to on a preceding page—is necessary. 

In institutions where the education system by fellow- 
employes is at its highest development, the following 
method is used: On the introduction of a new em- 
ploye into a department, one of the old workers who is 
thoroughly familiar with all the work in the depart- 
maent or with that particular work which the new per- 
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son is to do, makes it his business to train the incomer. 
For the first few days, this instruction will be very 
close, the incoming employe being thoroughly on his 
own initiative only as he forms correct habits of work 
and grasps the details in operation in the department. 
The incomer may be given a desk alongside the in- 
structor and turn over work after it is done. This work 
will be corrected and revised and turned back, showing 
the departures that have been made from standard 
methods, methods of making the corrections, and par- 
ticularly the ways of avoiding similar mistakes in the 
future. After a few days of this kind of work, the in- 
coming employe will grasp the minor details and from 
them work gradually into the game. The results from 
this method show an increase from fifty to one hundred 
and fifty per cent over the old method in which a new 
man would be given a bench or desk and then left 
pretty much to his own resources to make out. 

When the new employe reaches the stage that he is 
able to carry on his work without any supervision other 
than that given in the ordinary course of business, he 
may be said to be an “old hand.” The problem of get- 
ting work from him then becomes one of general rou- 
tine supervision. 


SUPERVISION OF EMPLOYEES. 


General supervision of employes is a broad subject 
and one which runs into ethical and sociological ques- 
tions. The ordinary business exercises little super- 
vision over help outside of office hours. This is for two 
reasons: The lack of time on the part of the manage- 
ment to take up anything of that class, and the ill re- 
sult that comes from “interfering” with matters outside 
of mere office routine. Manifestly the business which 
has its hands full in turning out enough product to sup- 
ply the demand, has little or no time to give any super- 
vision to employes. On the other hand, the nature of 
certain lines demands such procedure. This demand 
may come from the character of the business, or from 
the difficulty of securing labor. As an example of the 
first, may be quoted the banking businesses, particular- 
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ly the large organizations like those of the city national 
banks. These institutions must maintain a close super- 
vision of the employes in order to keep to the lowest 
point any defalcations or misappropriations which 
might result from unbusinesslike habits outside of of- 
fice hours. In general, all such institutions conduct 
some sort of scrutiny of the conditions under which em- 
ployes live. 

Paternal Methods.—The so-called paternal methods, 
differing in character and in use in a great number of 
cases, particularly in large manufacturing plants, have 
to do with the securing of help and retaining them af- 
ter they are once secured. The general idea underlying 
this system is that of making employment and the con- 
ditions surrounding it so attractive that it will prove a 
material inducement to a high grade of labor. For in- 
stance, the factory located in a suburb or a small town 
somewhat remote from the general labor market, will 
concern itself with homes for the workmen, and suit- 
able up-keep for them. Besides such outside plans, 
there are always inside plans for increasing the 
comfort of the workers. Some of these plans include 
lighting, ventilation and heating of the plant, provid- 
ing suitable meals for workers and installation of a 
large number of details of equipment which tend 
towards comfort and efficiency. Under good manage- 
ment, these plans yield excellent results. Under poor 
or indifferent management, they are bound to result in 
failure like any other good thing. The plan is all 
right, but it must be rightly managed in order to be 
efficient. 

Development of the Individual—Every organization 
aims to develop responsibility, initiative and loyalty in 
its employes. Routine workers are comparatively easy 
to get and easy to keep. The difficulty is in getting 
those whe will profitably accept responsibility. There 
is probably no other known method of developing re- 
sponsibility in the employe other than the time-tried 
test of distinguishing a mushroom from a toadstool. 
This, it will be remembered, is embodied in the instruc- 
tion to “Hat it. If you live, it is a mushroom. If it 
kills you, it is a toadstool.” It is pretty much the same 
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way in the development of responsibility. First of all, 
the responsibility must be placed on the employe. If 
he accepts it, other responsibilities can be added from 
time to time until this trait of character is developed 
up to a workable point. After an employe has had re- 
sponsibility placed upon him and has failed to come up 
to the workable point, it means that the sought-for de- 
velopment has been a failure. 

Developing Initiative—The development of initiative 
is somewhat the same as development of responsibility. 
When an employe is hired, it should be impressed upon 
him that he is to constantly press forward, to originate > 
new plans, think out new methods and feel at all times 
free to make suggestions to those who are interested 
yw their adoption. This will result in the development 
of initiative as well as help to determine the efficiency 
of the worker, when the instructions are carried out. 

In the development of loyalty, nothing is better than 
the constant association with other loyal workers. This 
quality is one which is imitative as well as inherent 
and often a worker who has the misfortune of being 
disloyal at heart, will be strikingly loyal through the 
force of example. 

Maintaining the Force of Employes.—‘How shall an 
efficient force of employes be protected from disinte- 
gration?” This question is one that is constantly com- 

g up in the mind of every employer who has got to- 
gether an efficient force. Deaths, resignations, trans- 
fers and discharges tend to reduce the ordinary force 
to below normal. And besides this, there is always a 
constantly increasing volume of business to be remem- 
bered when calling for new help. Hiring, which has 
been treated in detail on the foregoing pages, is, of 
course, the first method of keeping a force up to stand- 
ard. The general rule is wherever possible to hire from 
the bottom as much as possible, leaving promotions to 
take care of the top. This means that in addition to 
the system of constant education, there must be a more 
or less exact system of understudies. Those trite state- 
ments touching the uncertainty of life apply with equal 
force to the uncertainty of commercial life. Often an 
employe is developed up to a high point of efficiency, 
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only to betray some weakness that makes it necessary 
to remove him. Or, if a good man, he may wish a 
change of some kind, and insist on making it. In a 
well-organized business, no one man can be allowed by 
his resignation or change of firm to cripple the busi- 
ness. This means that immediately beneath every em- 
ploye is one or several who can “step into his shoes.” 
Often a man occupying an important position may be 
replaced by several who, in addition to their regular 
work, take on some of his. Sometimes, the replace- 
ment may be entire, as when an employe familiar with 
routine work takes up the managerial work as well, of 
a higher position. 

Nor need this system of understudies interfere with 
discipline. An employe will do work better and will 
be more efficient when he knows that there are others 
who can be reached to do what he is doing. This is a 
great general law of competition and everywhere holds 
in dealing with the employed. 

So the rule for good maintenance provides for two 
things: That promotions be made from the ranks; that 
the organization be so shaped that no single employe is 
the key-stone which, removed, would cause the entire 
business structure to fall. 

The Cost of a Working Force.—Cost keeping—as re- 
gards finding the cost of a manufactured product—has 
been reduced to a comparatively exact science. It is 
now possible, by the use of a comprehensive cost sys- 
tem, to tell within reasonable bounds the cost of any 
item of a large line made by a factory, as well as the 
cost of individual machines. But the matter of finding 
the cost of a working force has, as yet, been given lit- 
tle attention. Perhaps one-tenth of one per cent of 
the businesses in the United States maintain such a 
system. 

The cost of an employe is of two kinds. First is the 
absolute cost; second, is the comparative cost. 

The absolute cost of an employe is made up of the 
following: First, the initial cost of securing him; sec- 
ond, salary paid him; third, cost of house and machines 
necessary for him to work. This shows that employe 
cost is not limited by the amount of money expended 
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on the pay roll. As a usual thing, the cost of obtain- 
ing an employe is an amount large enough not to be a 
negligible quantity. It may be $5, or it may be $500. 
Where a good system for hiring help is maintained it 
may be very small; a force of one thousand employes, 
for instance, may easily be kept up to number and 
grade for two dollars per head per year. 

Pay roll costs have been figured from time imme- 
morable to include all of the items of expenditure on 
help. But this is not the case. There is more or less 
overhead expense for housing the employe, maintaining 
an office for him to work in, or keeping a machine or 
set of machines in running trim for his use. By figur- 
ing employe cost on this basis, a new basis is obtained 
which supplements the ordinary cost department; the 
latter limiting itself entirely to material cost. 

Under the head of comparative employe cost a new 
factor is introduced in cost keeping, by figuring the re- 
lation of the cost to the output of the employe. Where 
employes are paid on the flat rate basis their earning 
power depends greatly upon their comparative efii- 
ciency. This should be calculated by one of the many 
systems that may be installed for that purpose. 

The Matter of Salaries.——There are three methods of 
paying employes. These may be termed: First, the 
high salary plan; second, the low salary plan; third, 
the mixed or indeterminate plan. Business opinions di- 
vide on the matter of salaries. There are two schools. 
One lot of employers are in favor of paying high sal- 
aries and getting the best possible help, while the other 
extreme believe in getting high grade labor by means 
of supervision, and’ the employment of practically all 
low grade help. The mixed method employs high or 
low grade help indiscriminately, grading the salary ac- 
cordingly. 

What High Salaries Mean.—The advantage of high 
salaries comes mainly from the kind or class of help 
which is secured by means of high pay. In spite of 
everything that may be said upon the subject, what 
binds an employe to his job is the emolument which he 
obtains or is promised. Now and then an employe stays 
at work year in and year out for the love of it or be- 
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cause of inertia which keeps him from changing. Usual- 
ly, however, the employe is in business for profit just 
as much as his employer. 

The high salaried house has its pick of employes. The 
house which has the reputation for paying high salaries 
always has a large number of good names on its wait- 
ing list. This means that such a house has a very large 
choice, and can maintain an extremely critical employ- 
ment bureau—a department which can scrutinize the 
qualifications of hundreds of employes, to get just the 
kind wanted. 

Specification Makes Low Salaries.—There is no get- 
ting away from the fact that the tendency of the times 
points right toward automatic production. Where work 
had to be done slowly and painfully by hand a few years 
ago, the same work is now done by automatic ma- 
chinery, often controlled by an apprentice or boy in- 
stead of a skilled operator. System has done just this 
thing for all lines. By the introduction of the right 
methods and systems into the various businesses, thou- 
sands of operations are now made automatic and may 
be performed by comparatively low grade labor. The 
percentage of supervision has constantly grown smaller 
and smaller. Where one man could supervise a dozen 
workers at hand work, the same man can superintend 
a hundred doing automatic work by the aid of system- 
atization. This has made the percentage of high class 
labor tend to grow smaller and smaller as a result, and 
has tended to make the average wage grow smaller, 
particularly where there are no union restrictions. 

Keeping Salaries or Wages Low.—There are many 
employers who use every lever to keep the salaries of 
their help down to the lowest possible point. Whether 
this pays or not depends upon the relation of the out- 
put to the unit of salary. Often it is found that after 
deducting incidental losses—imperfect work, breakage, 
and the like—that the low salaried worker does not 
have a proportionate output as compared with his 
higher salaried brother. 

Usually the determination of whether high or low sal- 
aries shall be paid, is not a matter of calculation or ex- 
perience. It is a matter of the temperament of the 
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managing or controlling interest. Older men, particu- 
larly those who have accepted new methods with grudg- 
ing hesitation; and younger men—now employers— 
who have had a desperate struggle to obtain a foothold, 
are usually strong advocates of this method, as are cor- 
porations which are held by distant interests. 

In considering the matter of salaries, the subject of 
prestige is not to be overlooked. Employes will work 
for a lower salary for a house which has a favorable 
reputation than they will for a house which is just 
starting or is of doubtful repute. A business of good 
character is able to offer other inducements than the 
mere pay envelope or pay check, as often there are 
many incidental benefits which accrue. This is by no 
means overlooked by many employers who make “pres- 
tige of the house” a great talking point in hiring their 
help. 

How to Pay.—The question of manner of payment is 
one that arises in a great many cases, particularly in 
dealing with salesmen. There is no doubt that the 
straight salary basis is the best method of payment for 
by far the largest class of employes. In paying sales- 
men, however, it is a debatable question which is the 
better method. In a business where the sales profits 
are very large and entirely dependent upon the volume 
sold—that is, where the demand for the product is not 
constant—the commission method is far ahead of the 
salary method. The salesman is paid for what he does. 
The harder he works—the more attention he gives to 
his labor—the greater is his reward therefor. As a 
consequence the businesses maintaining a commission 
sales force have made records for salary payment and 
efficiency that never are or can be approached by the 
“salary” house. 

The Salary Method.—The advantage of the salary 
method is that it puts a salesman on a sure basis. He 
knows just exactly what he is going to receive. His 
expenses being paid, he knows that he is sure of a cer- 
tain income—no matter what comes. This is attractive 
to a certain class of workers who are a little lacking 
in self-reliance but who perhaps are otherwise good 
salesmen. 
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As a general thing, it may be stated that the method 
of payment to be used—whether commission or salary 
—depends on the proposition entirely. An established 
house having a regular trade—one that runs about con- 
stant—usually can utilize the salary method to the best 
advantage. On the other hand, when a proposition is 
anything in the nature of a try-out, it is impossible to 
determine a salary which makes a suitable basis. Every- 
thing depends upon how hard the salesman works— 
limited only, of course, by the limits of the proposi- 
tion. As a general thing, those in favor of one method 
of payment or the other will be found to base their 
opinions upon the kind of proposition they are putting 
out. 


SYSTEMS OF WAGE PAYMENT, AND 
THEIR APPLICATION. 


There are two main methods for the payment of la- 
bor in the factory. The first is known as day work 
plan of payment and consists in paying an employe a 
stated sum for a day’s work. The second is known as 
piece work and consists in basing the amount of pay 
upon the amount of work turned out. A certain unit, 
--or piece—is taken as a standard of payment, hence 
the term, “piece work.” 

Day Work.—The advantage of this method of wage 
- payment is that it is the traditional method of payment. 
Not only are workers accustomed to it, but prices and 
estimates are based upon it. The weak point in day 
labor is that too much dependence must be placed upon 
the honesty of the employe. There being no induce- 
ment other than the indirect inducement of approval or 
promotion—the rate of production under day labor is 
liable to be very low. This is due not only to what may 
be termed the “dishonesty” of the employe, but to the 
fact that employes may not know how much they are 
competent to do. This is shown when some system of 
piece work is put in, and it is found that the productive 
capacity of the employe is increased sometimes several 
hundred per cent. 
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The proper management of day work employes rests, 
therefore, upon supervision. Where work can be 
planned—where it is possible to lay out a _ certain 
amount of work, this to constitute a unit, the maximum 
productive capacity of employes can be obtained. But 
in a large number of operations it is not possible to do 
this. Employes cannot be constantly and closely super- 
vised. If they show a disposition to loaf it may be done 
even when they apparently are doing their best. In a 
great number of factories where day work is employed 

‘there may be actual restriction of output, often because 
of custom or unwritten law which stands in the way of 
doing any more than the traditional amount of work in 
a day’s time. 


Piece Work.—Theoretically the piece work system is 
not only just to the employe, but is absolutely just to 
the employer. By the piece work system an employe 
is paid for so much per piece. Under the system it is 
commonly found that the productive capacity of em- 
ployes is far in advance of them under the day work 
system. But even here employes will not do a maxi- 
mum amount of work, for the reason that they fear a 
cut in wages when the output becomes too large. As a 
consequence a sort of compromise output is determined’ 
upon—often informally—by the employe, and few of the 
piece workers ever go above that amount. An employe 
who had been drawing $18 per week at day work and 
who was enabled to earn twice that amount by piece 
work would hesitate before pushing his output up to 
the point where he would receive three times his for- 
mer wages. He would fear a reduction of price per 
piece, because he would know that the work that he 
was doing would not stand a wage of $54 per week. 
He would be content to remain at $36 per week and 
take the chance of a cut being made rather than in- 
crease his output to a $54 wage basis. Such is the 
theory and the practice of piece work. 


Bonus System.—A combination of the piece work 
and day work methods is the bonus system. Here, in 
general application a minimum day rate is paid (no 
matter what the man’s output may be), a set time 
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fixed for each operation, and the value of the time 
saved by the workman, over that standard time, divided 
between the man and his employer. Thus, a man on 
an hour rate of twenty-five cents working on an opera- 
tion the standard time for which is ten hours, and 
finishing up in six hours, has saved four hours. He is 
credited with eight hours: his net earnings, for the six 
hours’ time, being two dollars, or 331-3 cents per hour. 

This presupposes a careful—and often prolonged— 
study of what constitutes the standard time of a given 
operation. This is known as a time study. 

When a standard time has once been determined it 
must be adhered io rigidly until some change in method 
or machinery improvement warrants a reduction. 

Profit Sharing.—In a business of the ordinary size— 
that is, of a size that may be kept in touch with the 
owner or management—there is a house feeling which 
does not call for direct profit sharing. Each employe 
feels that he shares in the general prosperity of the 
business and is willing to do his part in helping to 
work up that business and to take care of it after it 
has been secured. But in a large corporation where 
the employes run into thousands or sometimes into 
tens of thousands, an impersonal feeling is bound to 
result. To overcome this impersonal feeling, it has been 
found 2 good method, in some cases, to introduce profit 
sharing. By this term is meant the division of profits 
above a certain sum, among employes who either hold 
stock or who have been with the concern for a certain 
term of years or more. This in the case where it has 
been used, has seemed to have a good result. A disin- 
terested employe not only is a loss to the business 
because he does not actively push his own work, but 
the firm loses on him through lack of loyalty. This 
loyalty comes when he has a personal interest in the 
profits of the entire concern. 

Letting the Employe Go.—The discharge of an em- 
ploye has brought down to a science by some few 
managers. Such men use the following rules: 

(1) Except in cases of absolute dishonesty or the 
breach of trust, always protect an employe (when he 


310 BUSINESS MAN’S BRAIN PARTNERS. 


wishes it) when he is discharged. See that he is given 
due notice that he may prepare himself for a change, 
and use all the means at the command of the house to 
secure him a satisfactory position. This is bound to 
retain the interest of the employe, even after he has 
left the service of the business. 

(2) Assure remaining employes of the permanency 
of their positions. This prevents dissatisfaction which 
might occur among employes whom it is wished to 
retain. 

-(3) In general avoid all sudden lay-offs, particu- 
larly of a large force. 

(4) Where possible, have the leaving employe dis- 
tribute his work among other employes so that he can 
instruct them in the work that he is to leave. It is 
often practicable to keep a leaving employe in touch 
with the business for some time after he has left, if his 
new duties will not conflict with it. 

Transferring Employees.—In many cases where it 
seems necessary to discharge an employee, it is possi- 
ble to transfer him to some other more busy depart- 
ment or to some other position for which he is better 
fitted. This, of course, should be done whenever prac- 
ticable. 

Where the transfer of men from one department to 
another has been the policy of a business concern or 
factory, the discharging of workmen has been reduced 
in a marked degree. In one plant the reorganization of 
the employment department as suggested cut the “pay- 
offs” squarely in two in six weeks and trebled the pre- 
vious average of transfers among departments, with a 
corresponding increase in efficiency and the individual 
co-operation of the men. Yet the changing of the sys- 
tem involved only the addition of an assistant employ- 
ment agent and an extra clerk. 

This method of transferring makes the problem of 
discharging men much easier to solve and, excepting 
where slack trade necessitates a general cut in the 
force of employees, does away with many of the dis- 
agreeable features connected with this branch of the 
employment department. 


: BOOK VII 
MARKETING A PRODUCT 


A product once made, there seems to be a conspir- 
acy against selling it. Small wonder, then, that the 
problem of marketing a product is one which attracts 
the brightest minds in business. Outside of manage- 
ment—which has been spoken of on a preceding page— 
there is nothing in business so important—so much in 
demand as the ability to market a product. 

This is true because every business has to have a 
market. Lack of market Will bankrupt any organization. 
Therefore marketing is the master problem of business. 

The New Meaning of the Term, “Marketing.”—On the 
sales department of a business formerly was placed the 
entire marketing problem. Too, the term “sales depart- 
ment” was restricted in meaning to that division of 
business intimately connected with sales. By the term 
“Sales Manager’ was meant the one in charge of the 
salesmen on the road. Now the work of the sales man- 
ager and his department is extended to cover every- 
thing which affects sales. The marketing problem has 
extended until it includes the credit department, which 
judges a sale; the complaint department, which may 
handle it at one stage, and the collection department, 
which finally disposes of it. But the essence of all 
marketing is found in the making of the sale; in actual- 
ly inducing the prospective customer to place his order. 
Any part of the marketing problem which affects this is 
important, but not so important as the actual sales-get- 


ting. 
THE SALES CAMPAIGN. 


When it is’ found necessary to sell a product there 
must be some definite series of plans by which sales 
are to be made. These plans make up what is com. 
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monly termed a sales campaign. Such plans may be 
made in outline; they may be worked out to the small- 
est detail. Obviously, where every possible means is 
to be used in making sales it will usually be preferable 
to make an outline of the scheme and fill in the details 
as far as possible. How far this will be possible will 
depend greatly upon the size and certainty of the plan 
which is to be pushed. A dealer with limited capital 
who wishes to exploit a new product will necessarily be 
unable to do much more than make a broad outline of 
the things he expects to do, and the general means by 
which he helps to accomplish them. On the other hand, 
take the case of a large industrial in the jobbing trade. 
Suppose this to be a leading wholesaler of all kinds and 
grades of tobaccos. This huge industrial, having ample 
capital and far-reaching trade relations, decides to go 
into the retailing business. It is possible for such a 
concern to plan a campaign in detail for a year ahead. 
This campaign they can carry out as planned, for they 
have the trade experience from which to draw in mak- 
ing trade plans and the funds to put these plans in ex- 
ecution. 

Trying Out.—Business is uncertain. This uncertainty 
has brought about the use of methods the object of 
which is to determine whether or not a plan under con- 
sideration will pay. This is known as “trying out.” The 
general scheme of try-outs is simplicity itself. Instead 
of risking a large sum on a venture of any kind, as 
small an amount as possible will be hazarded for the 
purpose of trying how the “paper plans” materialize. If 
this test results favorably it is probable that the entire 
scheme may be made to go. If it fails it means that the 
plan must be remodeled. 

Try-outs may be applied to schemes in general, but 
more commonly are used to determine the relative pull- 
ing powers of circulars, letters and advertisements. 

Trying Out a Scheme.—The ordinary method of try- 
ing out a scheme is as follows: A manufacturer may 
have a line of goods which he has never pushed, but for 
which he thinks there is a sale. He will make up 
enough of these goods to supply a small territory and 
then proceed to work that territory with the means that 
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he has at hand. He is not able, of course, to do ex- 
tensive publicity advertising or advertising for anything 
but direct sales in this territory, but he can use every 
other method of trade-getting that there is known. He 
may circularize the place, distributing samples, send 
out letters, co-operate with the dealer and use every 
means possible to work up a demand except conducting 
a general publicity campaign. Experience in the mar- 
keting of his regular product will help him in determin- 
ing whether the results are such as to put his new 
product on a profitable basis. 

Sure Schemes.—This method of trying out a scheme 
is the opposite of that used by a large manufacturer or 
jobber, who has the money and who knows that his 
product will succeed. When the promoters of Uneeda 
Biscuit started out they did not need to make any try- 
out, for they were satisfied that the scheme was all 
Tight and that it would pay. To quote a later example, 
when the same firm which had made such a success of 
a certain well known breakfast food decided to put out 
another similar product they did not need to make any 
try-out in a limited territory, for the experience of the 
promoters and the field for the product made it sure 
that the marketing would be a success. 

For a large manufacturer or jobber there is one thing 
to he remembered, that the try-out does not get the im- 
petus that a campaign does. As a general thing, a 
sales campaign will not reach its “gait” until everything 
has gotten to running smoothly. In a try-out campaign 
the employes who are handling it cannot become thor- 
oughly accustomed to their work; then each may not 
have the faith in the product that the promoter does; 
finally, unforeseen obstacles are all the while coming 
up. This explains the reason why in marketing a prod- 
uct that so many times it is necessary to put a great 
deal more money and energy into a campaign than was 
originally planned. 

Small Methods of “Trying Out.”—Correspondents, ad- 


vertising and circularizing afford the best tests for a 
try-out. Where a regular plan is used in marketing a 
product it is often thought advisable to test the differ- 
ent mediums and the different styles of advertising in 
order to get variety. For instance, a firm has always 
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adhered to the announcement style of advertising and 
now wishes to test the pulling power of “reason-why” 
copy. The new series of advertisements properly keyed 
will be placed in the different mediums and the results 
closely watched; if there is a marked gain or a marked 
falling off in returns on the adoption of the new copy, 
it may be considered certain that the new plan of ad- 
vertising is either better or worse than the other. 

Testing Forms.—Not all form letters which are put 
out are bound to pull. Even letters written under the 
same conditions, by the same man and advertising sub- 
.stantially the same goods, may not get at all the same 
amount of returns. The common method of testing a 
set of form letters is to work up a number—say from 
five to ten—these to be written along somewhat differ- 
ent lines, have different introductions, introduce differ- 
ent talking points, have the demonstration and close 
different. When the list is divided up and the differ- 
ent forms sent to the different sections of the list it will 
be found that several of the letters will pull much bet- 
ter than the others. It is not always possible to tell 
exactly what makes these letters pull, but as a general 
thing, it will be found that some introductory paragraph 
has been instrumental in getting returns. Hither this or 
the talking points which have been used in one letter 
have proved more persuasive than those used in an- 
other. Sometimes it is best to take one of the letters 
in its entirety and abandon the rest. Other times it is 
better policy to select three or four of the best pulling 
letters, take the best features from each one and com- 
bine them in one letter. Often series of try-outs of 
this kind must be re-arranged covering a period of two 
or three months before a master letter is obtained. 


RETAILING—“SELLING OVER THE 
COUNTER.” 


On what does good retailing depend? Even the re- 
tailer who is making a good profit asks himself this. 
For were his business to conform entirely to the re- 
quirements of good retailing, a greater profit might be 
more easily and surely made. No business is so good 
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but there are weak places in it—spots which might be 
improved—leaks and losses which might be stopped. 
These drains might even be made the strong points of 
the business. 

Good retailing depends upon certain elements. These 
factors are just as determinable as are the parts which 
make up a building—which, rightly planned and put to- 
gether—is a perfect structure. 

The efficiency points in a good retail organization are 
five in number. The Susiness should have a good loca- 
tion. It should be able to* buy right. It must be able 
to sell. It must run with economy. Lastly, it must deal 
with finality with those special problems which are 
peculiar to the retail field. 

It is not possible to tell surely in advance whether a 
given location is suitable for retailing. Were it, retail 
failures would be cut down half. Many exhaustive and 
interesting discussions have been thrashed over on the 
one subject of location. “Which has the greater num- 
ber of advantages—the city merchant or his country 
brother?” The country retailer views the vast throngs 
on the crowded thoroughfares of the city and mentally 
compares them with the scattered customers in his 
home town. He forgets the high rents, taxes and over- 
head charges of the city man. The city dealer who 
sees the small business of the country expand in a few 
years to a department store—while he is having a hard 
fight to.protect what trade he has—is liable to sigh for 
a berth in Opportunityville. 

Relative Advanages of Various Locations.—A leading 
retailer who has a string of country and city stores, 
some twelve or thirteen in all, and who has an oppor- 
tunity to compare the desirability of the two kinds, says 
on this point: 

“The surest success in retailing for a young man hav- 
ing a fair amount of capital is, in the order of oppor- 
tunities offered: 

“(1) A progressive country town in a growing local- 
ity having a steady stream of satisfactory immigration. 

“(2) A small town, where by progressive methods 
the main business of the town might be done, so as ta 
shut out local competition. 
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“(3) A growing suburb of one of the ten or fifteen 
largest cities in the United States. 

“(4) The down-town district of any large city (only 
if capital and credit are sufficient to carry the business 
through unexpected emergencies).” 

The Growing Country Town.—The retailer above 
quoted gives strong preference to the growing town in 
a progressive community. “Boom” towns, of course, are 
to be avoided—new railroad towns particularly—be- 
cause of the demoralization of trade by inexperienced 
retailers. This condition is one that is bound to exist 
in the too new towns of any old or new territory. The 
reason of this is: A new town is entirely in the forma- 
tive stage. Many of its business men have had little or 
no experience and expect to reap*large and immediate 
profits. They are not used to buying, so they overstock. 
They are not used to selling, so they use little judgment 
in marking goods. This of itself tends toward trade de- 
moralization, but when bills become due—when the am- 
ateur merchants begin to find there is not the quick 
clean-up they anticipated, there is liable to be further 
demoralization coming from forced sales in order to 
realize money. 

Uncertainty of New Towns.—A section of territory 
which illustrated perfectly such a condition was that of 
southern Minnesota and western South Dakota in 1900. 
Upwards of seventy-five new towns went in on new 
lines of roads in this territory. Perhaps 40 per cent of 
the businesses starting in these towns were managed 
by men of little experience, and whose business judg- 
ment was not up to standard. As a result many of 
these men not only lost money themselves, but pre- 
vented others from making it. Not until a few years 
had shown the resources of the town, and business had 
got down to a more stable basis did the bulk of the re- 
tailers know where they stood: Were it not for these 
described conditions, a new town would be an excel- 
lent place for a location 

How Immigration Affects the Location—The kind 
and trend of immigration is to be carefully viewed in 
considering location. Once the flow of immigration to a 
place commences, it commonly remains constant for a 
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considerable period. This immigration may be foreign 
and of a class that is made up of poor buyers; it may be 
of home stock and having new-worild habits of purchas- 
ing. This must be considered. Then the incomers may 
be of nomadic habits, stopping only a little time in one 
place, often leaving debts which are either uncollect- 
ible or to be collected only at a considerable discount.’ 
Then, too, a district on account of climatic, social or 
real estate advantages or disadvantages may get a su- 
perior or inferior class of settlers. While it is impos- 
sible to forecast heavy migratory moves like those to 
Texas and South Canada, yet the ordinary steady drift 
to or from a section may be forecasted with reasonable 
exactitude. 

Need of a Progressive Class of Settlers.—Progressive- 
ness is a quality which is often overlooked in consider- 
ing a location. Are che people progressive? is.a ques- 
tion upon the answer to which depends the eventual 
success of the retailer. For if the community is unpro- 
gressive, the retailer’s is bound to be an uphill fight. 
A community of retired farmers—as an instance— 
should be avoided like a pestilence. Certain nationali- 
ties noted for haggling habits and a strong tendency. to 
retain old world methods of economy never make good 
customers. 

Then, too, it must be remembered that the railway 
and real estate agents create an artificial excitement 
which tends to make trade conditions seem better than 
they are. These conditions are pictured as ideal—a con- 
. dition that never exists. 


THE SMALL TOWN—ITS ADVANTAGES 
AND DISADVANTAGES. 


Towns of a few hundred inhabitants often present the 
feature that the first comer in a line practically shuts 
out competition, having the field to himself. Such a 
field is placed second in the list of desirable locations; 
it is restricted but sure. 

Small Town Advantages—and Disadvantages.—The 
advantages of the small town are: No heavy taxes, 
small insurance rates (particularly if the building be 
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brick and detached); no call for heavy outlay for ad- 
vertising or selling expense; small loss from change in 
styles and stock depreciation. 

The disadvantages of small town retailing are, for the 
greater part, those which come from the small area 
from which to draw trade. Town trade will form but 
5 to 20 per cent of the total sales—country trade must 
be relied upon for the remainder. Only a certain month- 
ly sales-average can possibly be reached. [ft is not pos- 
sible, no matter what the inducements made, to get the 
yearly sales-total beyond a certain figure. 

Another disadvantage of such a location is that sales 
are too intimately connected with courses outside the 
control of the retailer. A crop failure means a corres- 
ponding loss of trade—or what is nearly as bad—the 
option of carrying a large bulk of accounts, all of which 
are bound to be slow, and many uncollectible. Where 
a country area depends upon other operations, as stock- 
raising or lumbering, what effects these lines unfavor- 
ably is bound to show on the sales summary of the 
small-town retailer. These risks, however, are grow- 
ing fewer from year to year, and more exact information 
on them, where they do exist, may be obtained with rel- 
ative ease. Comparative crop reports; stability of yield 
of any region; tons of mining output—are all matters 
of record and are to be consulted with little expense. 

The point in a small-town business is here: The re- 
tailer—hazarding all his eggs in one basket—should be 
sure that the basket is a stanch one. 


SUBURBAN RETAILING—THE ADVAN- 
TAGE IT OFFERS. 


The great advantage of suburban trade is that it is 
constant and for the greater part cash. The disadvan- 
tage is that the suburban retailer is subject to “big” 
competition of the city to which he is adjacent. Be- 
tween this great advantage and the big disadvantages 
are a host of conditions affecting one line one way, an- 
other another. The suburban dealer is near his buying 
market: he can buy close to his needs and can keep in 
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actual touch with price tendencies and often take ad- 
vantage of other conditions favorable to buying. This 
same close-to-market condition, combined with cash 
sales, makes it possible to run a business on a rela- 
tively small capital. The dealer is able to keep a min- 
imum line of stock on hand, and by taking 30 or 60 
days’ time and making a quick turnover, finds that the 
only advantage of capital is that he is able to take his. 
discounts. 

A unique advertising campaign often will divert a 
great deal of custom that might go to the city stores. 
Being in close touch with customers, the personal ap- 
peal may be made with effect. Ali the local appeals of 
the country dealer against the catalog house may be 
used with their variants; the dealer may use the “home 
dealer’ argument to make a powerful appeal. 

Meeting Small Competition.—Small competition—on 
the other hand—is more insidious and more difficult to 
meet. Suburban districts are especially attractive to 
small businesses. Such stores are usually made a fam- 
ily concern; there is little expense for clerk hire; reg- 
ular hours are not maintained, the store opening when 
trade is liable to begin and closing only when no more 
trade is to be had. This makes competition which is 
hard for the regular dealer—hiring help which demands 
stated hours—to meet. The city also is a powerful com- 
petitor in securing help—there is a dash and excitement 
about city work which attracts regular workers and 
leaves a restricted supply of labor for the suburban 

‘dealer. The'retailer who is so situated or who can so 
shape his businesses as to get suitable labor and meet 
more powerful city competitors, can build up a safe, 
conservative, satisfactory business. 


RETAILING IN A DOWNTOWN DISTRICT 
OF A LARGE CITY. 


The men who have built up a successful retailing 
business in a downtown city district, without ample 
capital, may almost be counted on the fingers of one 
hand. Those who have made the effort, number thou- 
sands. Many fail outright; more build up a business 
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only to sacrifice it to someone with capital waiting for 
such opportunities. 

Advantages—and Disadvantages of City Location.— 
The great advantage of the city business which has 
been referred to before is volume of trade. The trade 
is to be got; it is all a question of getting. Emergency 
cash is also available. The banks or brokers on the 
one hand, and reduction sales on the other offer a 
means of quick financing probably nowhere else so 
available. But in order to live, the retailer must do a 
certain volume of business daily or monthly. Rents are 
almost prohibitive and subject to constant advance on 
account of overbidding. The great problem of shifting 
trade is constantly with the city dealer. In many busi- 
ness districts trade shifts week by week—almost hour 
by hour—becoming better—or worse almost while it is 
being studied. Outside influences commonly control 
this. A new office building, the construction of which 
takes six months or a year, may be put up alongside an 
established and paying business. This means that the 
“drop-in” trade attracted by window displays is prac- 
tically eliminated. A department store may enlarge so 
as to accentuate competition not felt before. An entire 
line of trade. may suddenly take up methods of business 
promotion which had been featured by one concern, 
and business worked up along that line may be dissi- 
pated in a short time. But building and readjustment 
conditions are perhaps the next common reason for im- 
mediate shifts. Other causes work slower. Trade 
slumps, however, once started, are deadly in their 
rapidity. In the haste to get sales to cover, the finan- 
cial end of the business may suffer. 

Buying from a Near Market.—The benefits which 
come from nearness to market are discounted some- 
what by the buying power of cash in large sums. In a 
city full of buyers, the buyer who has a reserve fund of 
ready cash can outbuy the dealer in ordinary circum- 
stances. This means that the dealer who has to buy 
on long time must be at a discount in his purchasing. 
The ideal city buying system exists where a dealer may 
go into market with spot cash and get his purchases on 
the shelves the day of purchase or the day following. 
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Summary of Advantages of Different Locations.—In 
comparing the various locations, it is seen that the abil- 
ity of the retailer and the financial support that he has 
help solve the problem of location. Known promo- 
tive and sales ability, coupled first with knowledge of 
the line; and second, with ample backing, fit a dealer 
for city ventures. As each of these factors is known to 
be less, the dealer should limit his efforts to the vari- 
ous other fields. Actual fields are comparatively few; 
potential fields are many. The proposition is right 
when the man is right and the backing is right. 


HOW TO SOLVE THE PROBLEM OF RE- 
TAIL BUYING. 


The second great factor upon which good retailing 
depends is that of right buying. The first meaning 
that is brought to mind by this term is synonymous with 
“close buying;” “buying cheap.” Because the buyer 
has from time immemorable worked to hammer prices 
down to the lowest point, that is no reason why this 
is the only point of view from which purchasing should 
be approached. 

The professional buyer who devotes himself to nothing 
else has a different field than the ordinary retail buyer. 
The former is a commercial engine for getting low 
prices. The department heads keep him posted as to 
their requirements and his sole function is to purchase. 
The retail buyer usually is the proprietor or owner. 
His is the problem to determine what stock it is 
advisable to buy, as well as to get a low price on what 
is bought. It is a double-barreled problem. 


Judging Probable Demand.—The retail buyer first 
of all judges the probable demand—as nearly as pos- 
sible. The records of past sales in all cases form the 
basis for this estimate. Not what ought to have been 
done, but what was done is to be counted. The per- 
centages of increase and decrease on department and 
line sales make a good buying barometer. Consid- 
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eration must be given to the relative sales strength 
of the different departments of the business, if the 
business be departmentalized. 

Buying for a Quick Turn-Over.—By the new mean- 
ing of the term “close buying” is meant buying close 
to demand. A dealer who has been very successful 
in turning his stock says on this point: i 

“The secret of good retail buying is found in short- 
ening the time between purchase and sale, down to 
the lowest possible point. ‘On and off the shelves’ 
should be the retailer’s motto—and should be sedulously 
borne in mind. Each item of merchandise has an aver- 
age period—the time it normally occupies in the store 
between its receipt and sale. When an item exceeds 
its average time in stock it commences to lose money 
for the owner. This is as true when it is one of an 
assortment the rest of which has been sold, as when 
it is an individual item. For the profit on the rest of 
the assortment has been taken and none of that profit 
should go to the credit of the remaining item. 

“Right here it is necessary to figure. An oversup- 
ply of leftovers means poor buying. Is there such 
an oversupply? This determined it decides the ques- 
tion of whether the stock was well bought or not. 
The left-overs is an infallible index—to the kind of buy- 
ing—granted, of course, that the sales department has 
done its share.” 

Different Methods of Buying.—Different buyers em- 
ploy widely differing methods. A stock of goods may 
be bunched into a few big orders or scattered about 
among a large number of suppliers. Each method has 
its advantages. Where a buyer ties up to two or three 
leading houses, these firms generally see him through 
on his proposition. With their heavy capital and large 
interests they are able to protect the buyer who bulks 
his trade with them. They are also able to give steady 
patrons the benefit of the market on regular deals, 
and can often advise them of “snaps.” The buyer 
who shops around cannot claim these favors. 

“Buy where prices are the lowest,” is the motto of 
the dealer who divides his trade. By tying to no one house 
or set of houses and by thoroughly canvassing the mar- 
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ket for bargains by the buyer who “splits his lines” 
often offsets the disadvantages which come from diver- 
sified buying. 

Buying of the Salesman.—The old idea that the sales- 
man is an adversary from whom concessions are to he 
wrung only by superior strategy is being rapidly aban- 
doned. The good salesman now aims to co-operate with 
the retailer in keeping the business on a paying basis. 
Any good salesman prides himself on protecting his 
trade. He knows that nothing would hurt the perma- 
neney of his future business more than “loading up a 
buyer.” 

A good method of keeping in touch with the stock 
prepares the dealer for the salesman’s visit at any 
time. (Such a method embraces a daily sales rec- 
ord and summary and some form of perpetual in- 
ventory.) The inventory and want book form a basis 
for buying, showing the best sellers and slow movers. 

The good buyer continually impresses on the sales- 
wnan that he wishes goods that may be quickly turned: 
that he wishes further to take advantage of the sales- 
man’s experience, and finally always treats the sales- 
man with the same courtesy and fairness that he would 
expect himself. 


THE SELLING END OF THE BUSINESS. 


In order to live the retail business must sell. Noth- 
_ing can take the place of the sales end of the organiza- 
tion. The accounting department may be behind for 
weeks; the buying department may exercise poor judg- 
ment; even the finances may be subject to actual mis- 
handling and the business still live. But when sales 
stop the entire business stops. A retail business with- 
out sales is as inconceivable as an engine without mo- 
tive power. Yet the orderly study of sales is of recent 
growth. It began in the highly organized city stores 
where—owing to the necessity for specialization—the 
numerous factors of trade promotion were reduced to 
2 workable basis. 

Retail selling has two broad divisions, reaching out for 
trade—attracting the customer; and handling trade— 
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satisfying the customer. The first division rightly uses 
the following methods: 

(1). Advertising, 

(2) Circularizing, 

(3) Distribution, 

(4) Price Lists, 

(5) Personal Solicitation, 

(6) Display. 

“Ready-Made” Advertising.—The problem of retail ad- 
vertising has been automatically solved by many retail- 
ers who use advertisements prepared by the jobbers 
from whom they buy. A typical advertiser’s service 
of this class is maintained by the Buck Stove and 
Range Company, of St. Louis. The object of the serv- 
ice is, first, to furnish such advertising as will sell 
more stoves; second, to get the dealer on the right 
advertising track so that he may sell more goods of 
every class. The first is directly productive of re- 
sults; the second is indirect, as the dealer who makes 
a success of general advertising campaigns will work 
up a better business and will feel grateful toward 
the house which has shown him how to do it. 

Advertising service of this class supplies tested ad- 
vertisements which have a result-record. It furnishes 
copy, cuts, dummies and instructions for selling. It 
gives instruction for following up and handling the trade 
which comes from advertising; in fact, all points for 
boosting trade are covered in full. 

The advantages which come from this method of ad- 
vertising are many. First of all, a manufacturer or 
jobber spends a great deal of money on experimental 
advertising and comes to learn—as exactly as can be 
jearned—what methods in advertising will pull and 
what will not. Maintaining a large force of experienced 
writers, these men are able, because of their experi- 
ence, to get up much better advertising than the aver- 
age dealer. Then, too, the matter of time is a con- 
siderable factor. Even were the dealer able to write 
good advertising, his time is taken up with other mat- 
ters and he would either be obliged to have a man who 
could do that class of work or take his own time from 
the needed work of the store. 
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Where for any reason advertising service is not open 
to a dealer he may by keeping in touch with advertis- 
ing, business and trade magazines; and, by preserving 
his own advertisements as run from time to time, form 
the basis from which to work up his daily or weekly 
advertisement. The disadvantage of this method is that 
it is imitative, and being blindly done the ad-writer is 
liable to work hit-or-miss fashion. When advertising 
written by the imitative method pulls, the one writing 
may not be able to determine the reason. When ad- 
vertising matter is written from principles instead of 
by imitative methods the advertisements’ pull may be 
duplicated because of a knowledge of the principles on 
which the advertisements were based. 

Where a concern is large enough, it is necessary to 
give the advertising over in detail to the advertising 
man. To get results, it is necessary that the adver- 
tising man be a fluent and capable writer; that he have 
a good knowledge of the goods—preferably from actual 
work in the line; that he be schooled in salesmanship 
methods; and finally that he be supplied with informa- 
tion from the various departments of the store, which 
are to be advertised. Sometimes it is possible to have 
a department head or other employee take care of 
the advertising—this to take only a portion of his 
time. 


THE USE OF CIRCULARIZING IN A RE- 
TAIL BUSINESS. 


Perhaps no method of reaching for trade is so badly 
abused or so neglected as circularizing. By this term 
as used here is meant, of course, the stimulation of 
trade by sending circular letters to a list of names. 
Circularizing is simply salesmanship in one of its varied 
forms. That this is not fully realized is shown by the 
fact that many dealers who are wizards behind the 
counter and who can write a pulling advertisement, are 
content to send a cheap printed or process letter—gen- 
erally in announcement form—to their customers. Cir- 
cular sales campaigning calls for just as much diplo- 
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macy and tact as behind-the-counter selling—more, in 
fact, because the letter is in cold print, and as such is 
subject to the scrutiny and study of the prospective 
buyer. 

One of the many reasons why circularizing has been 
unsatisfactorily done is because methods have not been 
employed which admit of keying. A dealer who has 
just lately taken up circularizing in connection with 
keying methods says on this point: 

“Our customer list runs to about 3,000 to 4,000. We 
had been in the habit of saving up the circulars sent 
us by the various suppliers and bunching them together 
and sending them out under one-cent postage. Some- 
times we accompanied them by an imitation typewritten 
letter without address and fill-ins; occasionally we made 
the letter more nearly personal by an inside address 
and filling-in in two or three places, the name of the 
person addressed. 

“We could only trust that these methods were ‘get- 
ting the business’-—we had no proofs of it. There was 
no sudden influx of business after the circulars were 
sent out—practically no customers ever referred to 
their having received them. 

“We decided to use the same methods in soliciting 
business by letter that we had used so successfully in 
making personal sales, so we worked it this way. The 
head of each department in rotation was given a week 
to put out a sales letter. This letter he was requested 
to make personal to make it an informal talk if he 
did not feel qualified to write a traditional form let- 
ter. Each man was advised to study the different meth- 
ods of keying and apply one of those methods to his 
letter so as to make the business traceable. Ordi- 
narily this was done by making some concession, dis- 
count or other inducement to a customer or prospect 
to bring in the letter when he came to the store. 

“These methods resulted in traceable business. It 
was found that almost any personal letter would pull when 
well gotten out along salesmanship lines. The best re- 
sults were from letters closely imitating typewriting, 
having a pen signature instead of a rubber stamp, and 
signed by the department head. (Some dealers fear 
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to give employees too much prominence in soliciting 
trade for fear they may become competitors. Our ex- 
perience has been that such men make the best compet- 
itors. Having been treated ‘right’ when with the old 
house they have no ‘grouch’ to satisfy should they ever 
go in business for themselves.) 

“The matter of lists was taken care of in this man- 
ner: 

We had kept a more or less perfect list of customers, 
having come by this list in two ways. Charge cus- 
tomers showed on the ledger. We knew the names 
of 90 per cent of the remaining customers. 

“On ordinary cards such as are sold by any card sup- 
ply house, were listed—as far as possible—the name and 
address of every customer the store had sold in the 
past and who had not since moved away. Columns 
were left for future years’ business. These cards formed 
the nucleus of the list. Then the county map, having 
the naraes of every land owner in the county was con- 
sulted. Circles designed to show all residences within 
5, 7%, 10, 12%, 15, 17144 and 20 miles of the store were 
drawn. Then the cards were sorted, as it would be 
necessary to make greater concessions to distant trade. 

“The ‘prospect list’ we got from three main sources. 
The map referred to listed land owners—not renters. 
Renters’ names were in the county directory—also on 
the personal tax list at the County Auditor’s. We had 
no difficulty in compiling a list of every man in the coun- 
try who ought to buy from us. In order to verify this 
list and get names spelled right we submitted it to sev- 
eral business men in the city, not competitors of our 
line. These men verified many of the names, idenitfy- 
ing several as ‘slow pay,’ added a number to the list 
and changed the spelling of many foreign names, with 
a view to the fact that every man is more influenced 
by a letter which bears his name as he himself habit- 
ually writes it. 

“City names were more easily compiled. The voting 
and tax lists and the directory were used and the city 
list was quickly put in shape. 

“Unfortunately our list of cash sales could not be 
apportioned accurately, as we had never listed the names 
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of the buyers along with their purchases. The correc- 
tion of this oversight was provided for in the future by 
noting the name of cash purchasers on sales slips, ar- 
ranging these slips alphabetically and posting them at 
leisure on the customer’s card. 

“Such circular letters as were to be put out were de- 
signed first to increase the total purchases of those 
already buyers, and next to get prospective buyers 
into the store, to make them customers. 

“Before carrying out any of the projected circulariza- 
tion plans, we called together our sales force and sev- 
eral friends, with one main purpose in view—that of 
getting as accurate information of each customer and 
prospect as possible. This information-meeting was pro- 
ductive of the best results. Scarcely a card did not bear 
some bit of concise information when the session was 
through. Special care was taken to designate those 
customers and prospects who were the center of ‘in- 
terest-circles’ who—when they bought extensively at 
one store—brought other trade with them. The get- 
at-able side of each prospect was thoroughly studied. 

“Try-outs we did not use. In a retail business, time 
of year, the weather, special bargains, and like condi- 
tions affect returns heavily. In fact, the try-out is 
not ordinarily adapted to the retailing business. 

“Results were estimated from letters sent to the list 
by crediting all keyed business to the letter. Also new 
business—where it was not advisable to insist on trac- 
ing it too close—was also so credited. 

“The results—particularly on new business—were very 
satisfactory. The new customer list was increased about 
18 per cent, 90 per cent of which was directly traceable 
to circularization.” 


RUNNING A RETAIL STORE WITH 
ECONOMY. 


The retail store must be an economical machine. It 
must be able, once the goods are bought, to handle 
them economically and sell them at a profit. While 
the machinery of retailing comprehends every part of 
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the organization, yet the section under this head will 
deal particularly with those items which are not gen- 
erally figured by the average retailer. 

There is a big discrepancy between the price for 
which an item is sold and the price at which it is 
bought, that is not profit. Only after the incidental 
and overhead charges have been deducted and all other 
items of expense accounted for, can what remains be 
called “profit.” This statement is not as obvious as it 
appears on the face of it. Many a retailer is letting 
some obscure cost items get away. He is not charging 
enough against the cost of handling. 

There are three sets of costs, which assembled, make 
the final cost to buy and sell. The first group inciudes 
the supplier’s price for the goods and all expense up 
to the time of placing them on the shelves. Second, is 
what may be termed “stock” charges, consisting of all 
charges which may be brought against the stock, once 
it is placed. Lastly are the “building” charges, embrac- 
ing all charges which may be brought against the 
building in which the business is conducted. 

Items of First Cost.—There are commonly four items 
embraced in first cost. These are as follows: 

(1) Invoice Cost, 

(2) Freight, 

(3) Drayage, 

(4) Marking and Placing. 

Invoice cost is the basis on which all other costs 
are figured. It is the price which is paid for the goods 
after the discounts, if any have been deducted. To the 
invoice cost must be added the freight or express 
charges, to get the goods from the supplier to the 
depot. Drayage charges embrace those charges which 
are necessary in carting the stock from the depot toe 
the store. Lastly are the marking and placing charges. 
Goods must be unpacked, must be marked for sale 
and must be placed upon the shelves before they cam 
be sold. Then the summarized cost of all operations 
up to the shelving point is really the basis on which 
should be figured all other costs. This means that 
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the dealer who figures his selling prices on the in- 
voice cost alone, is letting three items get away from 
him. 

Stock Cost.—First of all, the cost to be taken into 
consideration as affecting the stock, is that of deprecia- 
tion. This may be little or nothing, or it may be a con- 
siderable item. In a hardware store, handling non-per- 
ishable goods, which are salable at all times of the year, 
the average depreciation on a stock would not be more 
than two or three per cent. On a stock of green goods, 
often handled by grocers, the depreciation at certain 
seasons of the year might run as high as fifty per cent 
per day. Between these two extremes lie the correct 
depreciation figures for other stocks. It is of great 
importance that the correct unit of depreciation be 
taken. If it is too little it may mean that there is an 
apparent loss on the goods as sold when there really 
is a profit, the profit having been charged off to the 
depreciation. On the other hand, if the unit of deprecia- 
tion is figured too high, it means that there may be 
a loss when there seems to be a profit. So the deprecia- 
tion table should be drawn up with care. It should 
embody the results of the retailer’s experience in the 
locality where he is handling the goods. 

Depreciation is not to be confused with “percentage 
of non-sales.” Every business is bound to have its left- 
overs. On stock running both to sizes and qualities, 
the percentage of non-sales may be large in bulk. In 
stock not running to sizes and qualities, the percentage 
of left-overs is bound to be small. Whatever this per- 
centage is, it should be figured definitely and should 
be charged against the stock. 

Shrinkage.—Shrinkage of stock—either on the shelves 
or in warehouse or storage—embracing loss by leak- 
ing or breakage is probably not a form of deprecia- 
tion, though it may be figured as such. Depreciation 
deals -with the loss which comes from age—through 
a stock going out of style and the like. Shrinkage, 
leakage and breakage have more to do with handling 
the product. 

Insurance.—Insurance is one of the charges which 
must be reckoned against the stock. Unlike the othex 
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items before spoken of, it is commonly charged against 
it and is not one of the factors which is liable to 
be overlooked. Insurance on the stock and insurance 
on the building shoul’ be kept separate. This is not 
commonly done. The insurance charge on both building 
and contents. where building is owned by the retailer, 
is commonly lumped together and charged off as one 
item. Insurance on stock is one of the charges which 
applies to stock alone. The fact that the building has 
to be insured has nothing to do with the cost of the 
stock, except as put in under building repairs. 

Taxes.—Taxes is another charge which is to be reck- 
oned with, but the subject presents no unusual diffi- 
culty, either in finding or apportionment. 

Contributions by the Retail Dealer.—Every retailer is 
Subject to constant drain on his smaller finances from 
both out-and-out contributions, and from purchases of 
‘tickets to entertainments, dances and the like. These 
demands vary in many cases from actual “hold-ups” 
to good business expenditures. Many dealers charge 
them to general expenses, but a better method is that 
of calling all contributions a stock charge and appor- 
tioning it as such. 

After the determination of stock charges it is nec- 
essary to apportion them. There are three methods 
of apportioning these charges. The first is that of 
taxing the stock as a whole. The second method is 
that of spreading it over the stock, but apportioning 
it differently on different classes of goods. The third 
method is that of charging specific items with such 
amounts as it seems that they should be charged with. 
Each of these methods has its advantages. 

The first method, that of apportioning stock charges 
over the stock as a whole, presents no bookkeeping 
problems and calls for little care in the work of doing 
it. On a $20,000 stock on which the stock charges were 
$1,000 each dollar of stock (figuring on the cost price) 
would bear five per cent stock charges. The disad- 
vantage of this method is that while it is equitable for 
some classes of stock, it is not for others. If the de- 
preciation for instance, on an entire stock, is one per 
cent per year and the depreciation on some items is 


3382 BUSINESS MAN’S BRAIN PARTNERS. 


fifty per cent a year, and on others, practically nothing, 
it is obviously not fair to weight down the low depre- 
ciating goods with the charges which ought to be put 
against those which depreciate rapidly. 

Apportionment on Class of Stock.—A better method 
than that outlined above is that of classifying the dif- 
ferent kinds of stock handled, figuring what percentage 
of burden each different line should bear, and then 
apportioning the charges accordingly. Whether or 
not this makes too much work to be practical, depends 
entirely into how many lines the stock is classified. In 
a department store this might run into a large number 
of classes. In a store handling pretty much a uniform 
quality of goods, two or three ciassifications would 
be sufficient. This would make the apportionment of 
cost a very simple matter. 

Apportionment on Specific Items—Some few dealers 
find it practical to go still further and make an appor- 
tionment of stock expense on specific items, but this 
is seldom carried to extremes. What generally may be 
@one fo advantage is to select certain hazardous items, 
which—because of their nature—are more liable to 
stock charges than others. In a store having a large 
assortment of different lines, certain items might both 
depreciate and be subject to a large percentage of non- 
sales. These items should be made to bear their pro- 
portionate burden; the remaining items of stock—not 
subject to this expense—should not. Apportionment 
en remaining items may either be divided or be made 
by the blanket method. Unless the accounting department 
of the business is very accurate and resourceful, how- 
ever, these methods of figuring and apportioning stock 
expense must be very sparingly used. 

Building Expense.—Stock expense has been defined as 
that expense which is directly chargeable against the 
stock. Building expense includes those items of ex- 
pense which are chargeable against the building in 
which it is necesary to transact the business. These 
expenses are very simple and not liable to be over- 
booked. The first expense is that of rent of the build- 
ing. This may be or may not be charged when the 
building is owned by the retailer. Practices differ in re- 
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gard to this. In some cases it is customary to charge 
up a rent expense, this being the nominal rent which 
the place would afford were it leased to other parties. 
Sometimes this rent item is not disposed of in this 
way, but is considered as part of the legitimate profits 
of the business and handled as such. 

Heat, Light, Insurance and Similar Charges.—The 
charge of the heating and lighting is made as part of 
the building expense; insurance and taxes on the building 
is also properly charged here. There may be one or two 
other minor items, such as power, if an elevator is 
used, but usually these are uncommon. 

Applying Expense Items.—The sum total of all items 
determined under cost expense, stock expense and buila- 
ing expense brings the cost of marketing the product 
up to the point where the sale of it is to be made. If 
to this the cost at this point is added the cost of sell- 
ing, the difference between the amount received and the 
list cost will be the profit. Take a specific item for in- 
stance, an item which costs on invoice 85 cents; if it 
costs 15 cents for freight, unpacking and placing on 
the shelves, then the expenditure up to the selling point 
is $1.00. Previous records have established an average 
eost of sale, “usually about 25 per cent; this additional 
charge will bring the item up to $1.25. This amount, 
$1.25 is then the cost to buy and sell. Everything ob- 
tained above $1.25 is, therefore, profit. The chances 
to make profit lie, therefore, in two places; first, im 
the ability of the sales department to dispose of the 
goods at a saving over the estimated 25 per cent; and 
second, to obtain more than $1.25 for the item. Were 
the item to be marked for sale at $1.50, the profit 
would be 25 cents, plus the amount that could be 
saved on the sales cost. 

Sales Cost.—The cost to sell in retailing is made up 
of the two divisions, direct cost, embracing clerk hire, 
and indirect cost, which embraces advertising, super- 
vision of help and collections. 

Where a store is departmentalized, it is possible to 
compare the relative selling expense of the different 
departments. This expense will depend considerably 
upon the kind of goods handied. Where items are small 
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and requiring a great deal of work for each dollar of 
sales, the charges for clerk hire will be large. Where 
items are large and sold at a considerable profit, the 
charges for clerk hire will be relatively small. This 
is very noticeable in a departmentalized business. It 
does not show in a business having a few clerks or in 
a store where the clerks wait upon the trade in dif- 
ferent departments. : 

Indirect Sales Charges.—Indirect sales charges of a 
retail business are those which have to do with adver- 
tising, supervisional, accounting and collections. Usu- 
ally the advertising charge is the largest. All charges 
for advertising of whatever kind, where the local adver- 
tisements run daily or weekly in the newspaper or, cir- 
eulars or price lists, are embraced in the advertising 
charges. Supervision charges embrace those charges 
for superintending the help in the various departments. 
Accounting and collection charges are perhaps best con- 
sidered as a part of sales, though in some cases those 
charges may be spread over the entire remaining items 
of expense. 

The management of a retail business in dealing with 
this class of costs, the danger is not so much that 
the items of the expense will get away, but that they 
may be wrongly placed. 


THE PRINCIPLES OF BUSINESS-GET- 
TING DISTRIBUTION. 


Thousands upon thousands of dollars are spent by 
suppliers, on advertising matter, samples, hangers, al- 
manacs. It can never be ascertained just what part 
of this expenditure is wasted—perhaps one-half would 
be a conservative estimate. A great part of this loss 
comes from matter wrongly planned and gotten up. 
As great a loss comes from wrong distribution—sales 
matter placed in the wrong hands or where it is de- 
stroyed without doing any advertising good. 

The purpose of good advertising distribution is to 
correct this. Corrective measures may be of two kinds, 
those which aim to get the right matter to distribute 
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and those which use the right methods of distribution. 
Usually the retailer is concerned only with the latter. 
Occasionally a dealer gets up his own advertising mat- 
ter for distribution; more commonly he distributes what 
is sent him by his suppliers. The best plan is to use 
both methods. 

Distributing Supplier’s Advertising.—The first step 
in the distribution of advertising matter is to get the 
best selection available. There is a wealth of adver- 
tising to be drawn from, but systematic methods should 
be used in getting it. First a letter should be written 
to the various suppliers requesting a list and samples 
of advertising matter which they furnish the trade. 
When answers and samples are received a judicious se- 
lection should be made. A dealer should always avoid 
over-drawing on advertising matter. Some dealers are 
in the habit of putting in a requisition for all the mat- 
ter they think they can get. A better plan is to make 
a rough estimate of the amount of goods bought of 
each firm and make each supplier bear the advertising 
expense proportionately. Because a firm has a catchy 
line of advertising is only one reason why it should 
be ordered extensively; only when sales back up the 
requisition should a request be made. 

Working With the Supplier.—Better results are uni- 
formly obtained when the retailer works with the sup: 
plier in distributing. As a usual thing every piece of 
advertising gotten up by a house is made for some 
specific purpose. A good advertising man aims to keep 
his sales matter well rounded. Inasales proposition the 
kinds of advertising should be definitely apportioned, 
say 15 per cent toward publicity sales, 60 per cent 
for direct inquiries, 25 per cent for retailer’s inquiries. 
When a dealer requisitions advertising, his supplier may 
be campaigning for either publicity or inquiries. Con- 
sequently the best way to get a satisfactory supply is 
to request of the supplier that there be sent such ad- 
vertising matter as will best fit in with his plans, to- 
gether with instructions that it would be best to fol- 
low in making the distributions; some houses will send 
these instructions, more will not. But the request will 
stamp the dealer as belonging to the progressive school. 
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Besides, what instructions are received will be the re- 
sult of the experience of the supplier in obtaining re- 
sults, and as such form a valuable course of instruc- 
tion in result-getting. 

Whenever a supplier furnishes advertising matter for 
distribution, not only should instructions be carried out, 
but some sort of a report should be rendered on the 
results. The largest wholesaler in the land depends 
heavily upon the results that the dealer can get for 
him. If he remains in ignorance of these results it 
means that there will be a porportionate waste. Of 
this waste in marketing the dealer must pay some part. 
Consequently it is to the interest of the retail trade to 
make a distribution just as efficiently as possible and 
then let the wholesaler or manufacturer know as to 
what results were obtained and how secured. 

Co-operation With the Salesman.—Every live sales- 
man has pretty exact information on the advertising pol- 
icy of his house. He is anxious to see sales in his ter- 
ritory as large as possible. Every piece of advertising 
matter which is distributed in his territory helps him 
in making sales. As a consequence the salesman can 
and will co-operate with the dealer in securing good 
distribution. When buying a line for 90 days delivery, 
for instance, plans may be laid and advertising matter 
requisitioned and distributed before the line is in stock. 
In this way the goods will move rapidly when received. 
Then, too, when a dealer has a line in stock which 
is moving slowly, the expert counsel of the traveling 
salesman on distribution—as well as on other selling 
methods—will often help to move the goods. 


GETTING THE BENEFITS OF A SUP- 
PLIER’S DISTRIBUTION. 


“Sampling,” as it is commonly called, is a form of 
distribution made by a manufacturer or jobber in order 
to stimulate the retail trade. Breakfast foods are per- 
haps the most common instance of sampling methods. 
A distribution of this kind may or may not benefit the 
local dealer, depending upon how he is situated. All 
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sampling campaigns tend to stimulate the line distrib- 
uted. At the same time such campaigns may cover so 
much ground that the individual result to each dealer 
is smali. This means that the progressive dealer must 
plan to get a good share of the result from the supplier’s 
campaign. 

How to Reap the Benefits of a Distribution.One 
method of getting large results from a supplier’s distri- 
bution is to make some arrangement that the work may 
be handled from the retailer’s store and that all adver- 
tising matter bear his imprint. Where there are other 
dealers handling the same line—where there is not 
an exclusive agency—there may be difficulty in making 
this arrangement. But even such an arrangement may 
be made where sales warrant it. Where a dealer has 
the bulk of the trade in a town on a certain commodity, 
this gives a strong lever in working for an exclusive dis- 
tribution. : 

Another method of getting results from a supplier’s 
distribution is that of accompanying it with specialized 
advertising calling attention to that feature in a bright, 
newsy way. In addition to this some special induce- 
ment should be made to turn trade to the advertiser. 
Some combination offer may be made which brings in 
the distributed product, featuring it at the advertised 
price, in connection with some appropriate items which 
may be cut. This method will be instrumental in se- 
curing trade on the new product and will associate it, 
and the advertising done for it, with one store. 

Sometimes it is possible to make an arrangement with 
the supplier, such that the retailer does systematic dis- 
tribution himself. This may be done by a regular dis- 
tributor—of which there are usually one or two in every 
town—or a clerk may take out a crew of boys and cover 
a considerable territory in three or four days. In such 
a distribution—as in any, in fact—two cardinal rules 
should be observed. First, the circular should embody 
a request to come to the store; second, the circulated 
matter be actually placed in the hands of the prospect. 
It is the worst kind of waste to leave circulars and sam- 
ples on porches or at doors. The matter distributed 
should be left only with the prospective buyer. 
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Careless distribution of cheap printed matter quickly 
tends to bring a store into disrepute. Sometimes a 
cheap handbill, dodger or flyer may bring in a little 
trade, but the ordinary patron generally associates such 
methods with cheapness. If ordinary circulars are to be 
distributed, this should be done in a systematic man- 
ner. It often pays to circulate a bargain list on a cer- 
tain day of the week. Sometimes trade may be greatly 
stimulated by having a Thursday (or some other day 
of the week) sale. This will be featured by the reg- 
ular advertising, and “remincers” distributed may reach 
prospective customers that other regular advertising 
might not find. 


THE USE OF PRICE LISTS AND BUL- 
LETINS IN RETAILING. 


The most common use of lists in retailing is that 
of the familiar “stock” list, sent out by jobbers and 
manufacturers. These lists are printed in immense edi- 
tions and are forwarded in lots of hundreds or thou- 
sands to retailers for distribution. Usually on the back 
is left a space for stamping or printing the name of 
the firm making the distribution. 

The stock list has many advantages. It can be got- 
ten up by the supplier at a very low cost, because of the 
fact that he has on hands cuts, captions, and other 
reading matter, necessary to make up such a list. He 
can also secure low rates on large runs on the immense 
city presses. This the retailer would obviously be un- 
able to do. In the matter of illustrations alone, take 
a list having 16 or 32 pages and it may have 5 or 10 
cuts on a page. The retailer could not secure these 
cuts, drawn and engraved, except at prohibitive prices. 
The supplier, having a large accumulation of these cuts 
on hand for use in regular catalogs, can get up a 
smaller list in an immense edition, at a very low price. 

Distribution of Jobbers’ Lists.—The usual methods of 
distributing lists may all be used in putting out a lot 
of catalogs furnished by the supplier. The best re- 
sults have been uniformly obtained when some system- 
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atie distribution is made. By systematic distribution is 
meant some regular method of getting them into the 
hands of actual and prospective customers so that some 
record may be kept, both of the distribution and the 
results coming therefrom. These methods are taken 
up On another page. 

As a general thing the stock lists get the best re- 
sults when distributed by means of circular letters. 
Every tendency to cheapen the list in distribution 
should be watched for and overcome. If the customer 
thinks the list is cheap he is not liable to give it much 
serious attention. Consequently it is a good system to 
accompany a list by a circular letter, calling attention 
to some particular bargain, which is to be found in the 
list. To go farther along the same line, it will pay to 
make up assortments of bargains which may be found 
in the small catalog. 

General Lists.—The cost of getting out a general list 
is commonly prohibitive. An exception is sometimes 
found where the retailer’s business has a large mail or- 
der trade. In this instance and particularly where pages 
and plates may be obtained from the supplier, a very 
satisfactory general list may be made up. In making 
up a catalog of this kind each page should be made 
complete. Also goods should be so classified in the 
eatalog that those remaining permanent in style and 
quality are grouped in one place, while those changing 
in style and quality are found in another. A great deal 
of planning should be done before a catalog of this 
kind is put together; when a page is made for a cata- 
log the aim should be to make it as permanent a page 
as is possible. In a hundred-page catalog perhaps 
fifteen or twenty plates may be used from time to time 
in four or perhaps six different editions of the catalog, 
a month or several months apart. In these days of ma- 
chine composition, it is possible to get up quite a cred- 
itable list and not be to a large expense for plates. The 
catalog may be run from engravings and from the 
slugs. The latter may be changed without a great deal 
of expense. 

Special Lists.—Special lists and flyers, giving a list 
of special bargains, may be made up and distributed to 
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good advantage. These lists need not always be print: 
ed; they may be gotten up by some of the mimeograph 
processes in imitation typewriting and mailed to select- 
ed lists under a one or two-cent stamp—usually without 
a letter accompanying. 

House Organ.—A good house organ, well edited, con- 
taining a good list of prices, neatly printed and well 
distributed, may prove a wise investment. It depends 
so much on the quality of the man who has it in charge 
that it is not always possible to forecast whether or not 
it will be a success. Nothing is more liable to prove 
uninteresting and unprofitable than a sheet gotten out 
for a retail store by the office or delivery boy during 
spare moments. 

The editorial part of the paper may be made up of 
siore news, a little personal information with a few 
bright local hits, and a neat, attractive price list. Such 
a@ paper may be circulated once a week to advantage. 

Where the printing offices of a city are equipped with 
type-setting machines, it is possible to get out such a 
sheet for the same sum which would be paid to a good 
retail clerk. 

Where a store has a contract with a daily or weekly 
paper running advertisements daily or weekly, much of 
the same advertising matter that is used in the adver- 
tisements may be duplicated in the house paper, and not 
only this, but the printing will be done very reasonably 
where a contract for advertising space is kept alive at 
the same time. 


DEALING WITH SPECIAL PROBLEMS OF 
RETAILING. 


There are a number of special problems peculiar to 
retailing with which the progressive store man must 
deal. He must not only avoid a wrong solution of them, 
but he must attempt to get the benefits of a right solu- 
tion. One question which troubles every retailer is the 
matter of cash or credit. A cash basis has certain ad- 
vantages and disadvantages. Similarly a credit basis 
of handling trade has its factors for and against it. 


MARKETING A PRODUCT. SAL 


Cash Basis.—The first-rate advantage of a cash basis 
in retailing is that there is no loss through bad debts. 
Where no one is trusted—where in order to get the 
goods the buyer must lay down the money—there is ob- 
viously no chance for loss through misjudgment of 
credit. At the same time that the loss from bad debts 
is wiped out the many chances for misunderstanding 
are stopped. Many a credit customer has been lost ow- 
ing to some slight dispute over the amount which is 
owed on an old bill. This is entirely obviated where 
business is run on a cash basis. 

With the loss from bad ‘debts also goes the expendi- 
ture for accounting. Where accounts are run it is nec- 
essary to do considerable bookkeeping. All of this 
costs. Not only may the accounting department make 
mistakes, but it also costs considerable money to main- 
tain. 

The dealer who is running his business on a cash 
basis knows where he stands at any day of the week or 
any hour of the day. The money that he has in his 
till or cash register, plus the stock on his shelves, al- 
ways equals the inventory value of his plant. When he 
locks the store at night he knows within a few dollars 
what his real worth is. There is no worry, no uncer- 
tainty. Whether this be reckoned as one of the large 
advantages of the cash business, depends considerably 
upon the temperament of the retailer. Some men are 
much averse to taking chances; they naturally lean 
toward a cash business. Others liken business to a 
gamble; they naturally are willing to take more risks 
in order to get more trade. 

The dealer who is running his business on a cash 
basis is able to use better buying methods than one who 
is obliged to extend credit. This means that the cash 
business can sell cheaper. Cash prices are invariably 
somewhat under credit prices, as they do not have to 
bear the burden of bad debts and accounting. In cer- 
tain lines this is an important item. Where competi- 
tion is close and the majority of customers buy in 
small lots or where a community or neighborhood is 
made up of “snap-seekers,” the ability to quote lower 
prices is often a winning card. It draws indirect as 
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well as direct trade and gives the talking point of a 
lower price. 

The first great disadvantage of a cash basis in retail- 
ing is probably that the change from a credit to cash 
basis has a tendency to drive away certain classes of 
trade. Whether or not the business can stand this loss 
depends entirely upon the ability of the retailer as a 
business-getter. It is a well known maxim in trade that 
long credit tends to larger sales. As a consequence the 
tendency of the cash buyer is to go without things when 
he does not have the money to buy them. The credit 
buyer, on the other hand, will “get them charged” and 
consequently buy from five to twenty per cent more 
goods than the one who pays cash. So well is this fact 
known that many of the larger stores campaign actively 
for the middle class and well-to-do credit customers. A 
customer who knows that his credit is good at all times 
is much more liable to be a heavier buyer than one whoa 
has to lay down the money. 


Then again there is something about cash buying that 
attracts a class of people who are not only somewhat 
sparing buyers, but who are also very critical buyers. 
The cash buyer, being independent, is liable to drive a 
shrewd bargain. 


Cash trade is liable to be more or less transient. 
Credit tends to bind a customer somewhat closely to 
one store. When a dealer has extended credit favors to 
a customer year after year there is a bond of sentiment 
which tends to hold that customer to his old store. This 
tendency is entirely lacking in cash trade. 


In a manufacturing district or where pay rolls are 
made out every two weeks or every month—especially 
the later—trade is very liable to be very slow along 
the last of the month as the employees run out of mon- 
ey. It would be interesting—as well as instructive—if a 
table could be compiled giving the number of people 
who live from “hand to mouth.” This would probably 
embrace a considerably larger percentage than is com- 
monly known. Such patrons must let up somewhat in 
their purchases along the last of the month before pay- 
day, if they are cash buyers. 
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A large dealer who owns several stores in the resi- 
dent district of a large city says: 

“The majority of our patrons are paid from the 20th 
to the 25th of the month. Along about the 15th or a 
little before, trade commences to slack up on us. This 
means that some of our customers are ‘waiting Tor pay- 
day.’ We have tried special methods to overcome this 
tendency, but we always run up against the fact that 
the customer is out of cash.” 

Another disadvantage of cash trade is that it is lia- 
ble to be transient. The customer with the money can 
buy anywhere he chooses. If competition comes up in 
the neighborhood, even if it is for but a short time, the 
cash store is pretty apt to feel it. A new store may 
come in and demoralize trade for a few months. Even 
if it eventually goes out of business it has hurt trade 
just that much. The new store invariably attracts cash 
custom and, at the other extreme, poor credit custom. 
The cash custom is drawn, of course, from the cash 
stores in the vicinity. 

Credit Methods.—First among the advantages of a 
credit basis in retailing is that custom upholds 
it. It always has been, and probably always 
will be, good commercial custom to extend 
eredit to those who have the _ right to ask 
it. There is no surer way to offend the average cus- 
tomer than to refuse him credit. He is so used to re- 
ceiving it that he has never gone into the ethics of the 
matter and always looks at it from his own standpoint. 
Not only this, but the public seems willing to pay the 
extra sum that must be added to the price in order to 
sell by credit methods. When it is considered the ruin- 
ous rates of interest which some people will pay for a 
loan, it is not to be wondered at that the ordinary cus- 
tomer is willing to pay one, two or five per cent in or- 
der to get credit benefits. 

Greater Volume of Business.—There being more 
credit customers than cash customers and they being 
more permanent in their trade, this gives a greater 
volume to business to be had by the dealer running 
business on a credit basis. Not only is the volume of 
business greater, but as a usual thing the scrutiny of 
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the goods is not so careful when credit is liberally ex- 
tended. It does not become a customer to be finicky 
when the dealer is granting him a favor by giving him 
credit. 

Disadvantages of a Credit System.—The big disad- 
vantage of the credit system is that it always has with 
it a proportionate loss from bad debts. This the dealer 
constantly tries to keep down, but just as constantly 
the bad debt ratio keeps on increasing. Nor is it always 
possible for the dealer to protect himself by good col- 
lections. The dealer who is too strenuous in his col- 
lections is liable to make as active an enemy as though 
he had never extended credit. Indeed he not only loses 
trade that he has nursed along, but his former customer 
becomes his worst “knocker.” 

Changing to Cash Basis.—Many. dealers wish to 
change from a credit to a cash basis, but hesitate to 
take any step which will lose them trade. There are 
two methods of making a change of this kind. The first 
is to introduce the system gradually; second, to start at 
once On a cash basis. The first method is generally 
found to be the better. Such a course can begin by hav- 
ing business looked after a little more sharply. The 
various customers may be listed and given a rating, 
then when these customers show a tendency to run 
beyond their rating they may be rounded up and col- 
lections made from them. If this is done in a diplo- 
matic manner it will result in the loss of little trade. 
The losses in the credit business come from the large 
accounts which show a tendency to get larger and 
larger. Then when an account has reached a consider- 
able size the customer transfers his business elsewhere, 
and the dealer who has extended the credit loses the 
custom and the money both. In making change to cash 
basis these customers should be brought down to a rea- 
sonable amount of credit. Some of them will be lost, 
but this means that the loss will be smaller than if 
they were allowed to goon. As this plan is carried out, 
the average term of credit may be shortened more and 
more. If the business stands it, it may shorten up to 
actual cash. This may take considerable time, say six 
months or a year. The advantage of this method is 
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that the dealer does not declare himself but works on 
the “gum-shoe method” and can retrace his steps at 
any time. 

Immediate Change to a Cash Basis.—Where a dealer 
has thoroughly canvassed the situation and has come to 
the conclusion that a cash basis will surely pay him, he 
may find it advisable to make a change at once. This 
plan calls for a great deal of advance work. The best 
customers—those who have been in the habit of run- 
ning bills—should be seen and thoroughly acquainted of 
the reasons why the new order of affairs is to be tried. 
They should be given to understand that while their 
credit always has been good and their trade is always 
wanted, yet that they can make a substantial saving by 
buying for cash. This work should surely be done in 
advance; it should not be left until the change has been 
decided on and then an attempt made to pacify a dis- 
satisfied customer who wishes credit. 

Perhaps the most trade—when a change is made from 
credit to cash—is lost by the customer coming in the 
store and ordering a bill of goods and asking it to be 
charged and then for the first time, finding out that the 
store is now on @ cash basis. Many times customers 
will deliberately make this as an excuse for changing 
their trade to somewhere else. They wish some justifi- 
cation for making a change and deliberately ask for 
credit, surmising that it may be refused. 


DEALING WITH “SPECIAL SALES.” 


Whether or not to hold special sales is a vexed prob- 
lem with the retailer. A dealer who sees the large 
amount of custom which a special sale attracts is liable 
to look at the volume of the trade which the sale se- 
cures and not at the amount of cash that it brings in or 
the demoralization that it works. 

As a general thing the special sale is a demoralizer. 
It is the old subject of over stimulation. When trade is 
poor there are legitimate means of stimulating it by 
means which eventually are bound to react. It seems to 
be the consensus of opinion that the special sales is im 
the latter class. It has a tendency to stock up the con- 
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sumer somewhat beyond his immediate needs. After 
a sale of this kind, the general trade is bound to suffer 
to a greater or less extent. 

Where a dealer is subjected to this kind of compe- 
tition he should take reasonable steps to determine 
whether or not these sales pay those who hold them. 
In ease a sale of this kind does pay when handled on a 
conservative basis, it might be tried. 


COMPETITION—HOW DEALT WITH. 


Three kinds of competition are peculiar to the retail 
trade and uniformly difficult to meet. These are com- 
mon to practically all localities and all require substan- 
tially the same general methods in meeting them. 

(1) Where fellow merchants are destructive cam- 
paigners. 

(2) Where excursions are run to the city and pa- 
trons are in the habit of doing city buying. 

(3) Where there is catalog house competition, 

These three kinds of competition are all similar in 
that they require pretty much the same methods to com- 
bat them. The first method of offsetting the evils of 
competition is found in the general educational cam- 
paign. Marketing goods is to a certain extent nothing 
more or less than conducting a campaign of educa- 
tion. If buyers know that the policy of a certain house 
is to build up and not to tear down, they naturally have 
a friendly feeling toward that business. The methods 
of doing this educational work are through the news- 
papers, through dealers’ associations and through city 
development societies. 

Using the Newspaper.—The best retail businesses 
work more and more in conjunction with the newspa- 
pers in their territory. It is now a recognized fact that 
the purchase of advertising space entitles a dealer to 
the incidental benefits—the by-products of newspaper- 
dom. The advertising columns of a paper now influence 
the entire editorial policy. Where an advertiser is pay- 
ing money right along to the advertising department of 
a paper he should use methods of securing co-operation 
in the marketing of his product. He should especially 
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demand articles of news value which tend along the 
same line as the dealer uses in his educational cam- 
paign, The dealer should remember that often the best 
advertising for his business is so hidden or concealed 
as not to be recognized as advertising. 

The strong lever which the dealer can use is the fact 
that the success of the entire community which he rep- 
resents is interwoven with his own success. What is of 
benefit to a community or to one of the dealers which 
make up that community, is of advantage to all. 

Where fellow merchants are destructive campaigners 
they may often be reached through the medium of the 
newspapers of a town. No newspaper which has the 
interest of the community at heart will back up a 
dealer who, through ignorance or willfulness, persists 
in a destructive campaign. Dealers’ associations pro- 
duce a unity of purposes which tends to offset destruc- 
tive campaigning. Care should be taken not to allow 
the public to assume that the dealers’ association is for 
the purpose of maintaining a trust or raising prices. 

Catalog House Competition.—There is no use dis- 
guising the fact that catalog house competition is a 
very formidable competition to meet. In certain sec- 
tions of the country, perhaps 30 to 50 per cent of the 
business done is in the hands of catalog houses. In 
country localities, easily accessible to Chicago, for in- 
stance, it is no uncommon thing for neighbors to club 
together and “send away” for their supplies. This con- 
dition is so well known that it only needs touching on. 
What must be done to remedy it? is what is of interest 
to the dealer. 

Correction Is in the Dealer’s Hands.—There is but 
one class of business men to look to for the correction 
of this condition. This is the dealer himself. The cus- 
tomer will never correct it; the jobber will never cor- 
rect it; the manufacturer will never correct it. It is 
something that is unconditionally “up to” the retailer 
himself. In spite of the fact that catalog house com- 
petition is a menace to the country dealer he often does 
practically nothing to offset it. A campaign of vitu- 
peration will not wipe out catalog houses. There is 
a reason why the customer buys from a catalog 
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house. No one has to look for that reason. It is be- 
cause catalog houses have made a study of the best 
methods of marketing a product and adhere religiously 
to it. 

Avoiding Abuse.—If the retail dealer believes that 
catalog houses secure trade by unfair means; if he 
thinks that they give better value, than he is able to 
do, it is a poor plan to advertise the fact. If he must 
‘advertise it, however, it should be done by someone who 
will not be thought of in connection with the retail 
dealer. Attempts to laugh the catalog house out of 
existence will meet with failure; it is too strong an in- 
stitution and must be met with good selling methods, 
not with ridicule. The same energy which might be 
used in abusing a mail order house can be turned to 
better advantage in making sales, 
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